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THE SUCRETARY GF STATE -
- WASHINGTON® ) _ ,
December 29, BH78

"ML;.zonANnUM FOR: nn_ l’HLS[DLNT

" FROM: . S (‘ymb Vdnu. LW/

- 1. Philippinc Bases - We have a Philippine base agreemoent -
within cur grasp. Marcos has stated publicly he wishes to conciud:
it:’ by fJanuary 2. The remaining issue is his request to increase

ccurity Supporting Assistance by $50 million over a five-year period,
,brlnmng the total five year pqcl\al_,e to $500 million which he has

o . offered but refused in 1976. = Scnators Inouye and Glenn strongly: -
OF  reconimend that we move at once to conclude the deal pointing out
- the advantages with. those on the 1111l who criticize our policy toward
~¢ - Taiwan as well as the importance for the region. [ belicve they arc
. J . correct and am consulting Defense, AID and OMB to secure their
~ views. [i you agree, we will then be in a position to inform -Murphy

~in‘time for his next meeting with Marcos which is schedule for Saturday
_night Washington time. We would try to backload the $50 million so no
mon. l:han $5 million addirional would be in Lhe FY 1980 budgcl: '

2 Canadmn Maritime Negonanons - We stlll have a fcw

- remaining points in our Doundaries and fisheries ncgortiations with
Canada.. L.loyd Cutler is submitting his rcsignation as the special
negotiator, effective December 31, but will continuc to be available
as a consultant and advisor. If the Canadians are willing, Lloyd

-~ will meet one more time in early January to attempt to bridge the

- differcnces on issues of managementg and pcrcentage shaccs of fish

~ stocks and on reciprocal behmg lcvcls on four rypes of fl.Sh. The
dnficrcncc,s are small o '

1o will also aLtcrnpc to reach an acceptable compromise |
on the issue of & permancnt usherws agreement versus a lmutuj due-
~ation -agreoment, - - =

RDS - 2/3 - 12/29 /98 (Vance, Cyrus) = DECL"A‘ISSIFI;:D’ L
T S | £0.12356 5ec. 22 :
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If thosc offorts :»uu.eed ‘WC would move into the (.ongrc_ssmnal
approval process as quickly as possible. -If the issucs other than .
~the duration quescion can be resvived by [Lloyd Cutler and his
Canadian counterpart, Marcel (,Jdu.ux, L will .Jttunpt m re';olvc, that
issue. w1ch Don Jamicson, - o :

Canada has agreed to arbitrate the Gulf of Maine-Georges: _
- Bank boundary if we can reach an East Coast flsheru.e. agrc::mcnt " This
is a major stc,p furward ‘ o

Lloyd has don_c a superb job on this negotiat_10n-.\vl1izch" has been
' ﬁlon and difficulk, © o C S

Spain - Spanish Primc Minister Suarcz today informed .

reporters that he will tonight formally announce the dissolution of.
the parliament and call for national clections on March 1. This:
decision follow:s the requirement of the new democratic Spanish

constitution, which went into force today, that Suarcz cither submit’

. himself to a vote of investiture by the parliament or c.lsc call for
new national clections within 30 days of the constitution's: promulganon. o

Suarez will also announce that local c_lccnons. whu.h havc not -

‘A"cht hu,n hcld wrll take place on Aprxl 3.

, buarc./ statement ends. montlm of b[)c«..ulatmn and unc.crlamty
over which path, investiture or-clections, he planned to choose ’
‘after the constitution was.in place. Suarcz indicated in his remarks
today that he had decided some time ago to call for new parllamcnlary
- clections, but felt he had to await the p mmulgatwns of the umstu:unon
before dec l.nlng his.intentions. : - :

ll.us step calls into quesuon Suarez' political future, since it
is not cerrain that his Union of the Democratic Center minority. -
-government will emerge from new elections with a_greater, or cven
the same, clectoral macgin over the Socialists.  Suarcz has app.m_nclv '

decided that the risk is outweighed by rthe need to resolve political

ancerrainty inthe post-constitution period and to uhtam a mandatc for
dc_almg witlh dxfﬂcult ceonomic problems. : :

’ .
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: - 4. Namibia - Qur latest word from New York is ‘thac ; P
Ahtisaari piam, to travel to Tampa on Monday, January. 1, - :
discuss the proposed responsce to Botha with Waldheim. We hope
that at that meecting Waldheim: will sign the letter to Botha which
follows substantially the draft which the Contact Group gave Waldheim
" last Saturday. . ‘There has been no opposition, African or otherwise, -
to the approach we have suggested to Waldheim or to Ahtisaari's -
visiting South Africa and Namibia and his mission u)uld bebm durm;,
the week ol’ january 8. : _
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THE WHITE HOUSE

WASHINGTON 1/'2/79

Mr. President:

Jim McIntyre called this morning
to ask for 30 minutes today to review
budget.decisions. You could:

meet with him this morning at
9:30 am :

try to include in the 1:30 meeting -
today with Stu and others on
domestic policy

schedule tomorrow afternoon

e

Phil

Electrostatic Copy Made
for Preservation Purposes
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SIGNED THE ATTACHED ON DECEMBER 30.
HOWEVER, WAS NOT GIVEN TO LINDER
UNTIL JANUARY 2.FOR DISTRIBUTION.



THE WHITE HOUSE

WASHINGTON

December 30, 1978

MEMORANDUM FOR ALL DEPARTMENTS AND AGENCIES

SUBJECT: Relations with the Pecple on Taiwan

As President of the United States, I have constitutional
responsibility for the conduct of the foreign relations of
the nation. The United States has announced that on January 1,
" 1979, it is recognizing the government of the People's Republic
of China as the sole legal government of China and is terminat-
ing diplomatic relations with the Republic of China. The
United States has also stated that, im the future, the American
people will maintain commercial, cultural and other relations
with the people of Taiwan without official government representa-
tion and without diplomatic relations. I am issuing this
memorandum to facilitate maintaining those relations pending
the enactment of legislation on the subject.

I therefore declare and direct that:

(A) Departments and agencies currently having authority
to conduct or carry out programs, transactions, or other
relations with or relating to Taiwan are directed to conduct
and carry out those programs, transactions, and relations
beginning January 1, 1979, in accordance with such authority
and, as appropriate, through the instrumentality referred to
in paragraph D below.

(B) Existing international agreements and arrangements
in force between the United States and Taiwan shall continue
in force and shall be performed and enforced by departments
and agencies beginning January 1, 1979, in accordance with
their terms and, as appropriate, through that instrumentality.

(C) 1In order to effectuate all of the provisions of this
memorandum, whenever any law, reqgulation, or order of the
United States refers tc a foreign country, nation, state,
government, or similar entity, departments and agencies shall



construe those terms and apply those laws, regulations, or
orders to include Taiwan.

(D) 1In conducting and carrying out programs, transactions,
and other relations with the people on Taiwan, interests of
the people of the United States will be represented as appro-
priate by an unofficial instrumentality in corporate form, to
be identified shortly.

(E) The above directives shall apply to and be carried out
by all departments and agencies, except as I may otherwise
determine. :

I shall submit to the Congress a request for legislation
relative to non-governmental relationships between the American
people and the people on Taiwan.

. This memorandum shall be published in the Federal Register.
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Mr. President -

Secretary Vance called with the following changes on

Taiwan declaration.

First Sentence remains the same. 2nd sentence 1is eliminAted
~and the following language is’inserted:

"The United St#tes has announced that on January 1, 1979,
it 1s recognizing the government of the Peoples Repubiickof
China as the‘soie legal government of China and is terminating
diplomatic relations with the Republic of China. The United
States has also stated that, in the future, the American
people will maintain commercial, cultural and other relations
with the people of Taiwan without official government
representation and without diplomatic relations.. I am
i1ssuing this memorandum to facilitate maintaining those

relations pending thecenactment of legislation on the subject."

Then continue with memo as submitted, starting with

"I, therefore, declare and direct -----



THE SECRETARY OF STATE
WASHINGTON

December' 30, 1978

Dear Mr. President:
. Attached is the Taiwan memorandum
for your signature, . [ am also attaching memoranda

to you from Mike Egan and Bob Lipshutz. [
recommend that you sign the memorandum.

\
Cyrus Vance

Attachmencs.
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December 30, 1978

MEMORANDUM FOR ALL DEPARTMENTS AND AGENCIES

SUBJECT: Relations with the People on Taiwan

As President of the United States, I have
constitutional responsibility for the conduct of
the foreign relations of the nation. I-find—that
it . is..important.to-the national—interest that. . B
commercial, .cultural, and-othér rélations- be-main- _,hﬁégéiéf
tained between the people-of—-the-United States and
the people on.Taiwan beginning.-Janwary 1;-1979; -in
the manner. provided below.

I therefore declare and direct that:

(A) Departments and agencies currently having
authority to conduct or carry out programs, trans-
actions, or other relations with or relating to
Taiwan are directed to conduct and carry out those
programs, transactions, and relations beginning -
January 1, 1979, in accordance with such authority
and, as appropriate, through the instrumentality
referred to in paragraph D below.

(B) Existing international agreements and
arrangements in force between the United States and
Taiwan shall continue in force and shall be performed
and enforced by departments and agencies beginning
January 1, 1979, in accordance with their terms and,
as appropriate, through that instrumentality.

(C) In order to effectuate all of the provisions
of this memorandum, whenever any law, regulation, or

Electrostatit Copy Made
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order of the United States refers to a foreign
country, nation, state, government, or similar
entity, departments and agencies shall construe
those terms and apply those laws, regulations, or
orders to include Taiwan.

(D) 1In conducting and carrying out programs,
transactions, and other relations with the people
on Taiwan, interests of the people of the United
States will be represented as appropriate by an
unofficial instrumentality in corporate form, to be
identified shortly.-

(E) The above directives shall apply to and
be carried out by all departments and agencies,
except as I may otherwise determlne. 7.

/vg,.JV' - 74,2/(/p41/:x/p R M

I shall submit to the Congress a request for
legislation relative to ,relationships between the
American people and the people oy Taiwan.

_This memorandum shall be published in the
Federal Register.

Electrostatic Copy Made
for Preservation Purposes



December 30, 1978
- MEMORANDUM TO THE PRESIDENT

From: Acting Attorney General
‘Michael J. Egan ﬂh

Subject:, Proposed,Memerand~ to Departments and Agencies
on Relations with the People on Taiwan

' The Department of Justice has partlclpated in a rev1ew
'of the draft document, but 1t has not had an opportunlty to
examine many of the underlylng and complex legal questlons,
xiiglven the understandable need for security and timing. We
understand, however, that the 0Office of Legal Adv1ser in
the State.Department has done extensive»Work in this area.

Accordingly, the Department of Justice is not now in
a position to offer an opinion as to the extent of your
constitutional and legal authority in the areas discussed
in this:memorandumw We willldo'so in the context of the

specific statutes, agreements; and other arrangements as
soon as possible. 'Eut'there'do.remainamany unanswered
| qu‘eStions-,' and we would like you to-ibel' awa»re. that the
necessary research, from our peint of View, has yet to be
done. | _
| _Beginning immediately;_we will work closely to resolve
these questionS'and bring youlmore‘specific legal advice,

in conjunction with the 0ffice of Legal Adviser.



December 30, 1978

‘MEMORANDUM FOR THE PRESIDENT

Subject: Recommendation from the Secretary of State
to sign the Presidential Memorandum concerning
the People on. Taiwan

While I also first became aware of this matter only
night before last,. | have attempted to become as familiar
as possible with the legal and other ramifications. I
recognize that there may be challenges to the action taken.
- Nevertheless, I recommend that you rely upon the
advice of the Secretary of State and his legal advisers,
and that you sign this Presidential Memorandum.

Robert Lipshutz



3 - THE WHITE HOUSE
b Ll ‘ WASHINGTON

e 2779
TR -2 Eizenstat

The attached was returned in
the President's outbox today
and is forwarded to you for
appropriate handling.

Rick Hutcheson

Can

. S - cc:  Jim McIntyre
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Natlonall Governors’ Assoclation ' Julian M. Carroll
’ Governor of Kentucky
Chairman
December 20, 1978 Stephen B. Farber
i Dlrector
The President ' ‘ - ,G

The White House o ’
Washington, D.C. 20500 ‘ ;ﬁ?

Dear Mr. President:

Clearly 1978 will be noted as the year in which the American "””
people signaled their unmistakable determination to halt growth in :7

the public sector and their insistence ‘that government at all levels

make better use of its resources. As the year draws to a close, we ‘(<J!
would like to comment on the broader implications of .this new reality ¢ ﬂ

for the role of the federal, state, and local governments in 1979 and
beyond.

As governors we have not been indifferent to the need to control

~government spending. At our winter meetlng last February in Washington,

we voted overwhelmingly to support your efforts to balance the federal

‘budget by 1981, and in August we re-affirmed that support. We recognized
.then, as we do now, that moving toward a balanced federal budget will

require you and the Congress to make difficult and unpopular decisions;,
some of which will affect the services that state and local governments-
deliver to the people. State, city, and county governments are confronted
with the same kinds of decisions.

The governors recommend for your consideration two broad policy deci-
sions that we believe will enable us to totally support and to effectively
assist you in accomplishing your stated goals of controlling inflation and
balancing the federal budget. We also believe a responsive initiative would
lead to substantial improvements in the use of existing public resources and
restore the public's confidence in our ability to efficiently manage govern-
ment and rid it of waste and fraud. The two broad policy decisions are:

== Eliminating the ongoing attémpts to bypass state governments
in the implementation of domestic programs notwithstanding
your policy to the contrary; and

—— Intensifying your goal to streamline the federal aid system,
with emphasis on the consolidation of programs, cutting of
red tape and high administrative costs, and reduction of man-
dates that impose substantial burdens on state and local tax-
payers for relatively small benefits.

These recommendations are based not only on our experience -as governors
but on the overwhelming need for reforms documented in a recent l4-volume
study of the federal grants system by the Congressionally established
Advisory Commission on Intergovernmental Relations. Among other things,
the ACIR study demonstrates that the changing patterns of intergovernmental
aid have weakened the capacity of the states to effectively manage inter-
governmental programs.

HALL OF THE STATES » 444 North Capitol Street + Washington, D.C. 26001 +(202) 624-5300



The President
Page Two
December 20, 1978

As you know from your own experience as governor, the public looks
to state government for leadership and performance 'in the provision of
transportation, health care, education, soclal services, criminal justice,
and economic development, environmental protection, and other services.
Yet the federal government has increasingly bypassed the states and attempted
to administer many of these programs directly to the 38,000 local general
governments, almost all school districts, 2,000 substate regional bodies,
many special districts, local authorities, and numerous nonprofit units
and even neighborhood advisory groups. According to Richard Nathan, when
welfare programs are removed from the calculations, more than one-half of
all federal aid now bypasses the states.

We wish to emphasize that the issue here is not competition between
state and local governments, but .rather the most effective management of
government  and use of scarce public resources. The authority and responsi-
bility of states with regard to their local governments are set forth in
state constitutions. Local governments derive their powers from the states,
and the fiscal and managerial resources of the states are fundamental to
the effective operation and well-being of their local communities. As you
said to your fellow governors in 1972:

There has been for years, and I think still, a ten-
dency for federal government agencies to bypass the states
and deal directly with local governments. I don't consider
that I have 159 different communities among my counties, or
600 or 700 different communities among my cities. I have
one state, one plan for development, one common purpose, one
common series of problems. They are completely interrelated,
and whether we are dealing with water pollution or early:
childhood development, it is almost impossible for me as
a governor, or for you as a governor, to evolve an effective
statewide plan working through our respective agencies, either
natural resources, education and so forth, if, at the same
time, and parellel to us, the federal government is arranging
unilateral relationships with 600 different cities or 159
different counties. - :

Commenting on the bypassing trend early in 1978, ACIR noted that
it causes enormous policy .and management difficulties for the states
and went on to say:

Perhaps most troublesome —--and ironic -- is the fact
that bypassing has accelerated at precisely the time that
most states have modernized their executive and legislative
branches along the lines advocated by reformers over the
years. Even more frustrating is the fact that many of the
innovative federal management approaches which command
national headlines -- reorganization, zero-based budgeting,
and sunset legislation -- were pioneered by the states.



The President
Page Three
December 20, 1978

As 1978 progressed, however, and despite excellent cooperation between
the White House and the states in many other areas, the Treasury Department
recommended bypassing the states in countercyclical funds, the Department
of Transportation in transportation planning and construction funds, and
the Justice Department supported legislation that would have weakened the
state role in the use of criminal justice funds. All these efforts contra-
vene your initiative in strengthening the partnership between the President
and the governors. If the states are to support and effectively assist
their federal partner in reducing the federal deficit, we must, as a matter

"of policy, establish a presumption against bypassing the states in new
programs and for strengthening the state role in existing programs. The
presumption should be that new programs that recommend bypassing the
states will be rejected unless an overwhelming case can be made that the
states' coordinating role is outweighed by other factors.

The presumption against new attempts to bypass the states should
apply to the general revenue sharing program, which provides needed flexi-
bility in the federal aid system and enables many states to target these
funds to needs more effectively than could be done if the state share
were distributed to all 38,000 local governments under:the existing formula.
It should be noted that in fiscal 1979, the federal government will spend
an estimated $80 billion for services administered through state and local
governments. States will spend a similar, if not larger, amount from their
own . resources to help their communities, either through intergovernmental
transfers to local governments or direct financing of services.

The second initiative required of our federal partner 1is equally important.
if we are to absorb the reductions in federal spending rather than merely
shifting those costs from the federal government to state and local govern-
ments. Budget reductions should be accompanied by consolidation of programs
and simplification of administrative procedures to insure that at least part

"of the reductions comes out of the bureaucratic costs of running programs
and not merely out of services to the public.

The ACIR study documents the enormously complex nature of the federal
grant system and the waste, duplication, excessive paperwork, and high ad-
ministrative costs that it engenders. More than three-fourths of the federal
aid flows through narrow categorical programs, each with its own set of
red-tape and overhead costs. Despite the barrage of criticism that has been
leveled at this proliferation of narrow categorical grant programs by state
and local officials, the number of such programs has continued to grow. 1In
1975 there were 442; today there are 492. '

One-fourth of federal intergovernmental funds are in five bleck grants
and the general revenue sharing program. Although these funds have been
saddled in recent years by dozens of cross—cutting rules and regulations
that have undermined their intended flexibility, they remain far cheaper
for state and local governments to administer and far easier to target to
priorities at the state and local :levels. While categorical grants have
continued to grow, however, the number of block grants -- once considered



The President
Page Four
December 20, 1978

the wave of the future -- has not been increased since 1974. Governors
believe that with consolidation of related programs into block grants,
they could deliver the same services for less money.

In both block grants and categorical programs, federal mandates
should be reviewed and, if possible, reduced in light of new fiscal.
realities. Many of these mandates were imposed at the federal level
without an adequate assessment of their potential cost to state and local
taxpayers, the relationship between that cost and the potential benefits,
and the possibility that other more effective and less expensive methods
might be available to accomplish the same objectives. At our annual meeting
in Boston, .the governors unanimously endorsed a policy position calling on
the federal government to help pay the cost of mandates it imposes on state
and local governments, and on state governments to help pay the cost of man-
dates they impose on local governments. The initiative to balance the
federal budget now dictates reexamination of those costly mandates.

We would also urge that to the maximum extent possible, reductions
in federal support for domestic programs should not be a simple transferral
of those costs to state and local governments but should be accompanied by
actual reductions-in . the costs of administering the programs. Federal cuts.
in particularly sensitive areas, like medical care programs for the poor,
or cuts in funding that are not accompanied by reductions in federal mandates
or maintenance-of-effort requirements, may leave state and local governments
with little choice but .to raise their taxes, thus undermining the national
anti-inflation goals. :

It should also be noted that states do not have the resources to absorb
deep cuts in federal programs without either raising taxes or reducing services.
The National Governors' Association Fiscal Survey of the States for 1978-79
will show that state general fund balances will decline to about three percent
of expenditures during fiscal 1979, the lowest level in recent years and well
below the five percent target that many state budget officers and bond-rating
analysts believe is a reasonable and prudent reserve.

We believe our recommendations are consistent with your broad goals of
improving the responsiveness and effectiveness of government and with your
immediate goals of reducing the federal deficit and bringing inflation under
control, and we are prepared to help you in.any way that we can.

J

/Governor Ri Hérd A. Snelling,
"Committee on Executive Mana
Fiscal Affairs

\
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Jerry Rafshoon

The attached was returned in

B the President's outbox today

v .+ ¢ and is forwarded to you for
e appropriate handling.

T Rick' Hutcheson

cc: Loulis Martin
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THE WHITE HOUSE

WASHINGTON

December 22, 1978

MEMORANDUM FOR THE PRESIDENT

FROM: LOUIS MAR‘TIW)'

The attached is for your information..
It is being distributed to Black elected
officials and Black media.

Electrostatit Copy Made
for Preservation Purposes
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. ""OFFICE OF LOUIS MARTIN
‘"WHITE HOUSE : '

12/21/78

THE FIRST TWO YEARS

" Soon. President Jimmy Carter will reach the mid-point of his

first term in office. Black Americans are asking what kind -

of beginning has been made. Is he living up to expectations?

Even a partial review of the achievements of the Administra-

‘tion indicates that the record is clearly encouraging. The

- Carter Administration'has moved the government out of the

shadow of "benign neglect" into the sunshine of "affirmative

action."

| Ohe of the central themes of the Carter campaign revolved

" around the need to reform and reorganize the_maChinery,bf

government. The President was determined to make certain

that Federal,programs,WOrked'and'that’the serviCes_they-were

established to offer Were1actually_delivered}- Historically,

it has been the delivery government services that haVeQ"

‘most troubled and&conCerned»thererle;

"Itxis>notéWOrthy that one of the first reorganization plans

‘proposed by ‘President Carter called for consolidation of

the séattéred; Federal programs for enforcement of egual .

employment laws. This consolidatioh,has been accomplished
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and it has strengthened the Equal Employment Opportunity

Commission under the leadership of Eleanor Holmes Norton.

Moreover, in his own backyard, the President for the first
time in history placed the White House Office under Title VII

provision which prohibits discrimination in employment.

The President hasvgiven new power to enforce affirmative
action programs of Federal contractors to the Office of Federal -
.Contract/Compliance.under the direction of Weldon Rougeau.:
.The Civil Service Commission has been completely reorganized;
Employees who excel can be rewarded and'reactionaries,
‘racists and incompetents can no longer hide. The‘Administra;
tion 1s presently developlng a revised reorganlzatlon plan to
kconsolldate other Federal c1v11 rlghts, enforcement programs

into a more effective tool to fight discrimination.

The issue uppermost in the minds oi'Black,AmericanebhiS'
- torically has been thefissuefoﬁ‘employment.p‘PreSident

Carterfpledged'tovtake‘action'in,thiSjarea'anduhe‘has;

'hiWhlle the Admlnlstratlon has cut the unemployment rate by 25.
"percent for the natlon as a whole, unemployment among
‘ABlacks, especially Black youth ‘remains too hlgh._hghE"ﬁ’
vare51dent 1s tackling thlS serious problem head-on.?iHe"hae.p
"1aunched a- two-pronged attack in this battle.‘ One. 1nvolvesv

basic job programs and the other centers around economic

development, 1nclud1ng a551stance to. Black enterprlse.
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jThe Administration has expanded and establishedrnew_basic
job»programs, The expansion.and.reach of CETA--the Comf
prehensive ﬁmployment and Training Act--has been doubled
nnder-the‘direction of Assistant Labor Secretary;‘ﬁrnest
Green. Funding for 625,000 jobs this_year, with a‘four—
year-authorization.of $46 billion, places CETA in a unique
position to render service.  Most noteworthy also is the
fact that every effort has been made to target these funds

to .provide assistance to those most in need.

Along with CETA, the Administration developed other job
initiatives including the enactment of the Youth'Employment
,Act.,‘This Act authorizes new programs that provide 250,000
job.and training_opportunities'for jobiess youth between the
~ages of 16 -and 24. In addition, the Administration won ap-:
proval of a pri?ate sector jobs initiative designed to create

employment in the private sector for the hard core unemployed.

The Tax Reductlon Act and the . Economlc Stimulus Act, both
, 1n1t1ated by thlS Admlnlstratlon, prov1de $23 bllllon 1n"

3’econom1c a551stance, 1nclud1ng S4 bllllon 1n publlc works

- oonstructlona Prlvate flrms also get tax credlts for h1r1ng _fi‘7v

.. For the long range, the Pre51dent 'S support of the Humphrey-“'.;

Hawklns Blll wh1ch passed Congress, desplte d1re predlctlons
'vthat it would hever see the llght of day, may be the most

importantteconomic act of the Admlnrstratlon. The Humphrey—
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‘Hawkins Act establishes the priority of full employment by
-law. It mandates that the President, the Federal Reserve
‘Board and the Congress work together to use all the resources

of government to stimulate full employment.

When we talk of unemployment and of all the programs for.

jobs, we do not traditionally think of Black businesses.

Yet, it is becoming more and"morerapparent that the expansion"
v’in‘new government~programsdfor_minority business’hasAsomey:
significance in the job field. Black businessmen by the
‘hundreds are knocking on the doors of the Federal establish¥
ment for contracts with some of the same‘passion_andnconcern
‘that civil rights leaders exhibitedﬂa_decade ago. The

number of jobs being createdrby,Black businesses are

" beginning to have real significance in reducing Blackd

' unemployment.

vAnfexample?ofhthe'importance'of'these'effortspwas announcedhh

.on December 18 1978, when a Black—owned bu51ness 1anded an :
:f$8 mlllion contract from the Env1ronmental Protectlon f”" -
y Agency. Thls flrm, Raven Systems and Research Inc., headed y
"iby Ray Mott of WahslngtOn,zD C. wrll expand lts work force z

' ffrom 150 to 300 employees to fu1f111 the work requlred by

~EPA.' Th1s contract, ‘one of the largest ﬁor mlnorlty groups, .
: as obtalned from the Small Buslness Admlnlstratlon under
the 8A program. ‘Under thlS program, which has been greatly

'»expanded by Pres1dent Carter, federal contracts can be



secured without competitive bidding. It has beeh_designed

to give minority businesses a helping hand.

The.Republicans traditionally talk and talk about free
enterprise’but the record shows that_thevDemocrats have
actually opened the door to Black entrepreneurs. The
Commerce Department reports_thatomore.than 3,500 firms
owned by.Blacks.havejreceived over 7}600 Local Public
Works conmstruction and supply contracts totaling $230
million. The Department estimates that $600 million .
or 15 percent of ‘the $4 billion in Round Two Local
.Puhlic*Works.Appropriation mill be spent with 7,000

"bona fide minority business enterprises.

‘The‘Carter Administration, in COoperation-with the Con—bp
'greSSionachlack Caucus,'SHCCeeded in winningfa_maﬁor"‘
legislatiVe'victorf in the passage of’ﬁ.R. ll3l8,;the
‘6mndbns'Minority Business Act.; This new law inciudes
f1prov151ons for technlcal a551stance, for help on surety‘hh*

yibonds and performance bonds for contractors and for a,;:;

*’number of resources v1ta1 to mlnorlty supplles and vendors._‘tgw

t,i Perhaps the most notable achlevements in mlnorlty

’-bus1ness and 1n jOb development by mlnorlty bu51ness have
come through the Admlnlstratlon s expan51on of the set—7r

a51de pr1nc1ple.: By;settlng aside a minimum percentagev
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.of dollars and contracts, 10 or 15 percent for minority

enterprise, the Administration guarantees that Blacks

will get a fair share of the government business. In the

Public Works program and in the Northeast Railroad

Corridor this set-aside principle has won national acclaim.

Minorities are getting over 15 percent of the business.

The President has reactivated the Inter-Agency Council for

MinOrity‘Enterprise and they have a set goal.of»$3'billion‘
T,in Federal contract procurement to minority businesses by

.1980. In the private sector the Minority'Purchasing

Council, which has been encouraged by government, has set

wa-$3_billion goal. Thus, with the government and the private

sector together a goal of $6 billion has been set to be -

spent with minority,suppliershand contractors by 1980;H

These bus1ness developments for . m1nor1t1es are helplng to

_create ‘jobs that are under the full control of minority
vapproducers and manufacturers. The 1mp11catlons of thls )
Tuprogram for the long range economlc development of Black l;

.Amerlca are obv1ous.d Blacks have become jOb developers as{

Wf.well as jOb seekers.l The Carter Admlnlstratlon is taklng

glant steps in th1s dlrectlon.

It is the’same sPirit*that’the—Administrationfhas'moved

to put over - 145 mllllon dollars of Federal depos1ts 1n

mlnorlty banks and is presently developlng a m1nor1ty bank_

| development program to prov1de technlcal and managerlal




assistance as well as capital to minority banks.

In March of 1978, the President issued his National :
Urban Policy which must be-considered an important aid to
minority‘encomic development. The chief architect of this
new thrust was Secretary Patricia Harris of the Department of
Hous1ng and Urban bDevelopment. Although.the\Presidentls:
proposal for a National Development Bank’did not get |
through Congress in 1978, some key measures_did,'most,of

- which target urban aid to areas and people most in need.
~»In the Houslng and Community Development Act whlch was
enacted into. law, over Zrbllllon dollars-were‘author}zed’
‘foricommunity;development over a 3 year period, ”Several
neW‘programs-were:funded,lincluding $460”million for
'Urban'DevelOPment:Actioanrants. Over 30@;0001newlhousing‘

units were funded in 1978 alone.
1jWe~haverdiscussed'thus farrs0me of ‘the reorganizationf
ﬂ-proposals ‘and some of the economlc and unemployment programs

'"whlch have been advanced and establlshed by PreSLdent Carter.,

,.Wlll this economlc thrust and the new - development programs

vvv of the Admlnlstratlon be strangled and kllled by the

efforts of the Pre51dent to curb 1nflatlon? The answer 1s,

.NO. The President has made it clear that he is going



‘forward not backward. ‘He recognized the necessity for
targeting programs»in order to meet the-needsfofrthose

who are most in need. He is demandingran end-tO'waste,>

to fraud and to management‘abuses which cost the government
billions of dollars and hamstrings‘thevdelivery‘of services;
He is going to cnt the fat out of every department, agency

and program.

In his anti-inflation program, the President has exempted
.all thqseswho make'$4 dollars or less'perahour,ﬂ;Further,
he is going:to Congress to ‘get wage insurance to protect‘ |
those whodobey the wage guideiines against an excessive .

rise in the inflation rate. .

_The President has-made'it-ciear»thatvno'one'in“America:is

: g01ng to starve.’ Indeed, when: we look at the new food stamp
';program, where those who are. poor no longer have to buy the
f.stamps but w1ll get them absolutely free, 1t 1s easy to gfﬁ»

”understand why no one should go hungry. The program 1s

"funded for $9 bllllon and 1t 1s an ent1tlement program

;whlch exempts it from most of the cutbacks that are S0 feared.f}kf"v'

“1No assessment of the stewardshlp of Pre51dent Carter at

thlS mld‘p01nt in hls Admlnlstratlon would be complete
.w1thout reference to c1v1l rlghts issues. The pos1tlon of
thezAdmlnlstratlon.ln thefBakke case and 1n g01ng on. record .
Cin thercase*of theﬁwilmington 10 served to 1nd1cate whereg;;pp

| ~the President stands. Solicitor General Wade McCree'moved,on
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. '.Bakke and Assistant Attorney General Drew Days moved on the

Wllmlngton 10.

The President supported and_personally worked for the passage
of the D.C. Voting Rights Bill. 'As in the battle for :

‘ Humphrey Hawkins, he made the key calls to the leadershlp

" and the members of'Congress to get actlon. Wlthout his

, personal lobbying and pressuresthese legislative victories
“would not.have been won. In addition, the President
tsuccessfully.supported a five year extension for the U.S.

Civil Rights Commission.

The'Administration won an important victory_in the‘enactment.
of'theaOmnibus Judgeships Act of 1978, which'has increased
-the number of federal judgeshlps by almost 30 percent. The
VPre51dent is making certain that minorities will get a falr
share of these judgeships and_for the first time Black

" . federal judges willihe appointed,in-Southern states.

Carter s app01ntment of Blacks to non- tradltlonal posts
’ithrough the: federal establlshment 1nclude Patr1c1a Harrls,iVm'i'd’
‘;Secretary of Hous1ng and Urban Development Cllfford
'BAlexander, Secretary of the Army, James Joseph Under
;Secretary of the Department of Interlor. The app01ntment
.~of Blacks to a host of other posts underscores hlS 51ncer1ty

No Pre51dent in hlstory has placed a Black man in such a

' key postlon in 1nternatlonal relatlons and supported him




~10-

S0 cburaéeously as this President has done in the_case

of AmbasSador Andrew Young. The impact of Ambassador
:Yonng'on this nation‘s foreign relations will one day

- be the subject of serious study in the universities of
the nation. The Administration‘s-support‘of high moral
prinoiples and\prograns for the redemption;of Africa
represents a revolution in,foreign policy. The human

- rights doctrine of the Administration is under fire from
'reactionaries,at home and abroad. Yet at.long‘last the
American flag stands for true liberty and morality in

Africa and everywhere else in the world today. -

‘The.future.of Blacks in .this competitive, technologioal
sooietygdependS‘on,thenavailability and use of educationalv
“and training opportunities. jRecognizing‘thisabaSic:fact;

'fPresident”Carter has greatlYﬂexpandedﬁeducational resources.

‘The Education Amendments'of”l978 supportedfby theTCarter

A__,Admlnlstratlon 1ncreased fundlng by 25 percent.» Moreover,

7ngreater empha51s has been glven the programs for dls—t’
‘radvantaged chlldren 1nclud1ng proposals for large 1ncreasesjfh\
"fln Tltle I and Headstart programs., The Mlddle Income;a‘.“‘
sStudent A851stance Act whlch the Admlnlstratlon advanced
”Q'expands the ba81c student ald programs.-.In educatlon,‘as.w
'fln other flelds, the Admlnlstratlon sought to target .

a551stance to those most 1n need of a551stance.
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Under the leadership_of Mary Berry, Assistant.secretary‘for
Education ianEW, new steps have.been taken to enhance
‘educational resources. A new Department of Education which
would strengthen its educational thrust'has'been proposed by
the Administration._ President}Carter‘has made a_commitment
to expand federal assistance to predominatelvaiack colleges.'
In his new Directive for Black colleges, the President calls
»upon.each agency of government to'provide greater assistance

. to these institutions.

The cataloging of the achievements of the Carter Admlnlstratlon '5.;

-,ythatvare of special 1nterest-to Blacks_does not, of course,

present a complete picture or glve the full measure of
: the PreSLdency of Jlmmy Carter. His integrity and’ deep moral
commltment to do what is good and rlght cannot be fully
"ycomprehended by a llstlng of good deeds alone. He has'
'demonstrated .in the first two years of his term that he
hcan move Amerlca forward He has demonstrated that he has v“’
i’both the courage and the capac1ty to meet the great‘:

”challenges of our tlme.A

'-VWe had the "New Deal" under Pre51dent Franklln D Roosevelt,
fthe "Falr Deal" under Presrdent Harry Truman, the "New

'Frontler“ under Pre51dent John F Kennedy and the "Great

'-Soc1ety":under Pres1dent Lyndon B Johnson. Pres1dent

Jlmmy Carter is- advanc1ng step by—step in the great Democratlc";fj“'
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tradition and bringing with him the highest moral ‘idealism.
He said that he wanted to create a government - "as good as

the American people".- His Administration may well be labeled

-the "Good Deal".
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THE CHAIRMAN OF THE : e

COUNCIL OF ECONOMIC ADVISERS < i
. WASHINGTON yp‘}”jﬁ‘ %’,M :
January 2, 1979 . w

MEMORANDUM FOR THE PRESIDENT
From: Charlie Schultzecb

Subject: Liberal and labor union reaction to
: the anti-inflation program

Glenn Watts, who is, as you know, a strong supporter
of the Administration, asked for my private comments on
a recent analysis of your anti-inflation program prepared
by Stanley Ruttenberg -- an economic consultant with
strong ties to the union movement. '

I thought you might find the attached analysis useful,

since it deals with some of the most common complaints
that unions lodge against the Administration's program.

Attachment -

Electrostatic Copy Made
for Preservation Purposes



Comments on the Paper by Ruttenberg, Friedman,
Kilgallon, Gutchess & Associates, Inc.,
"Slow Growth -- No Cure for Inflation"

The Ruttenberg paper argues that:

-- Slow economic growth is not the cure for
- inflation.

- Faster economic growth would speed up the pace
of productivity gains, and improve the chances
of reducing inflation.

--  Wages are not the cause of inflation, and workers
have been left behind in the inflation of the last
ten years; weekly earnings -- after taxes, and
adjusted for inflation -- have stagnated during
these years.

- Profits have done relatively well durlng the
period of inflation.

On the basis of this background, the‘paper concludes
with the following recommendation (p. 46):

"It is time, in short, for the policymakers to
stop fighting the phantom of wage and salary increases, .
and instead to direct their attention to the real
problem areas. A good place -- a very good place --
with which to start is the corporate sector and the
behavior of the nation's large companies” and banks.
For therein lies a major source of the inflationary
pressures that have been depriving the American people
of the type of economy they need and deserve -- an
economy which is vibrant, healthy and growing, and
which provides its workers with sufficient opportunities
for work and income, and which enables the nation to
deal rationally with its many economic and social
problems."

Comments

Ruttenberg is correct when he says that slow growth
will not cure inflation. 1In 1969-70 and in 1974~75 the
economy went through two recessions. The 1974-75 recession



was the worst in 40 years.  Although the rate of inflation
did decline, the gain was small, and was purchased at a very
high cost. Recession is not an effective, much less a

. socially acceptable, way to deal with inflation.

If an actual recession doesn't cure inflation, neither
will a period of slow growth itself get rid of inflation.
But, unfortunately we now need a period of slower growth not
to cure inflation but to prevent it from getting worse, and
to give us a chance to deal with inflation by other means.
Inflation has accelerated in the past year. Continuing the
rate of growth we had in 1977 and 1978 would almost surely
guarantee that inflation would keep gettlng worse, and
ultimately lead to a recession.

During 1977 the GNP grew at 5-1/2 percent. In 1978
it grew at 4 percent. The growth in employment was phenomenal
-- about 7-1/4 million new jobs added in only two years.
Inflation also accelerated sharply in 1978. During 1977
consumer prices rose 6.8 percent. By the end of 1978 they
will have risen about 9 percent. ' '

Some. of this acceleration of inflation was due to sharp
increases in meat and other food prices, and the land component
of housing costs. The excessive depreciation of the dollar .
also contributed. But inflation in other prices also
accelerated. And this speeding up of price increases was
not due to a widening of proflt marglns. Because of the
Targe (15- 1/2 percent) rise in the minimum wage and the
very sharp increase in the demand for labor -- as evidenced
by the huge employment gains -- increases in compensation
per hour speeded up, principally in the non-union area.
Productivity gains slowed to virtually zero. As a
consequence, costs rose sharply:

1970 1975
to . to l/
1975 1977 1978~

(annual percent change)

Nonfarm business

Increase in compensation

per hour ‘ ‘ 7.9 8.6 9.4
Less: increase in productivity 1.4 2.3 0.3
Equals: increase in unit labor :

costs 6.4 6.3 9.1
vs. - ' )
Increase in prices 6.5 5.6 7.2

1/ 301977 to 3Q1978



'We do not need or want a recession to stop the
accelerating pace of cost and price increases. But
attempting to continue the relatively fast rate of growth
in output and the even more surprising rate of growth in
employment would almost surely perpetuate a rising rate of
cost and price increases. Slowing the growth of the economy
is therefore essential not because it will, by itself,
sharply lower inflation, but because without that slowing
inflation would continue to worsen =-- especially in the
light of the poor productivity performance we have been
experiencing.

The Role of Wages and Profits

Wages were not the cause of the inflation which has
plagued us in the past ten years. The inflation started
with an overheated economy, associated with a refusal to
pass a tax increase to finance the Vietnam war. The Federal
Government ran a blg budget deficit, not in a period of
economic slack but in the middle of a boom. A good old-
fashioned inflation started.. Again, in ‘1972, the Nixon
Administration pumped a lot of fuel into the economy during
the election year. But more importantly, OPEC quadrupled
- the world price of oil and a worldwide crop shortage sent
food prices thorugh the roof Wages followed, but didn't .
lead the inflation.

But the inflation wasn't generally caused by large
‘unjustified price and profit increases either. As the
Chart on the next page shows, neither business nor labor has
basically increased their share of the pie at the expense
of the other. They are both victims of the same treadmill.
Business leaders allege that profits have been severely
squeezed. They were, in 1973 to 1975, as you would expect
in a recession. But they have pretty well recovered by
now. On the other hand, neither the last ten years of
inflation, nor the 1978 acceleration in inflation, has
raised profits to abnormal levels.

One of the causes of our present problem is the fact
that when we get economic slack business firms don't shave
their prices to keep volume up. That is one of the reasons
why, once we get into an inflation, it persists so stubbornly
even through recessions.

The Ruttenberg paper points out that weekly earnings
after taxes and adjusted for inflation have not increased:
significantly since 1969, and have actually fallen since
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1973. The weekly earnings series aren't a good measure’

since they lump full-time and part-time workers together;
an increase in part-time work by teenagers or women will
result in a decline in average weekly earnings even when
wage rates are unchanged. Nevertheless, the basic story
is accurate. :

Again, however, the stagnation of real after-tax
wages is not because inflation has generally transferred
income from workers to business. Rather it stems from
several other causes:

1. The growth of productivity has fallen sharply.

‘Rate of productivity growth
(nonfarm business)

(percent per year)

1948-55  1955-65 1965-73  1973-77 - 1977-78
2.9 2.6 - 2.0 0.9 0.3

If productivity is rising rapidly prices will usually go up

less than wages, and real wages will improve. When productivity.
growth halts, prices have to go up faster relative to wage
increases and real wage gains slow down or cease.

2. Social security taxes have gone up. The Ruttenberg
-paper correctly shows that the large growth in social security
taxes has taken a big bite out of wage increases (Chart 3,
page 14). In fact he understates the problem. He only 1ncluded
the employee share of social security taxes. The employer tax
rate has gone up equally; employers treat that increase like
any other cost and pass it on to customers. Prices go up
relative to wages, and the growth in real wages is accordlngly
reduced.

But social security benefits have sharply risen -~
the level of retirement benefits, the costs of Medicare, .
the improvement in disability benefits, and the number of
beneficiaries relative to the number of workers, have all
grown. These increases have to be paid for one way or the
other. Had some of the increases been financed out of
income taxes, the impact on workers earning less than average
incomes could have been less. But workers in the $15,000 to
$25,000 bracket might have been worse off.
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3. The world price of oil has been increased fivefold.
We now pay $45 billion a year to import oil. If oil prices
-had risen only as much as inflation elsewhere since 1973, we
would be paying only about $15 billion for the same oil. The
extra $30 billion paid to foreign oil producers has had the
‘same effect on workers as if $30 billion in additional taxes
had been levied on them.

In summary, the reasons why real wages after taxes have
performed so poorly in the past ten years is not because
inflation has transferred large amounts of income from one
group in America to another, but because of a string of
events which have levied large costs on the nation as a
whole. _

'To repeat: . excessive wage increases were not the cause
of inflation. But -- with some exceptions -- exXcessive
profit increases were not the cause either. A program to
reduce inflation will require some reasonable and even-handed
moderation of both wage and price increases.

Productivity

The Ruttenberg paper argues that productivity increases
are large when economic growth is high and small when .
~economic growth is slow. Hence a speed up in growth would
‘raise productivity. But this is only part of the story.

Over the long term, productivity growth depends on a
number of things: R&D, the skills and education of the work
force, investment in modernized plant and equipment, etc.
From year to year when output grows faster than normal,
productivity does rise faster than its long-term trend and
vice versa. (When output grows more rapidly than normal
employers don't add workers at the same pace, and vice
versa when output falls.)

In the past ten years, unfortunately, the long-term
trend of productivity growth has slowed down substantially.
That is, productivity has slowed down by much more than can
be explained by the slowdown in economic growth. Our estimates
of the long-term trend in productivity growth (after adjusting
for the effect of changes in the rate of economic growth)
are as follows: :




i

Trend growth in productivity (% per year)

1953-65 1965-73 1973-78

2.7 2.1 - 1.4

In 1977 and 1978, productivity growth fell even below these
-trends (1977: 1.3%; 1978: 0.3%), even though output was growing
faster than its long-term trend. Speeding up the rate of

" growth will not recapture the lost productivity gains. We have
some idea why the long-term rate of productivity growth fell
after the 1960s: for example, resources devoted to R&D
declined; the 1969-70 and 1974-75 recessions sharply depressed
investment; out of low investment more of it had to be devoted
to socially desirable but nonproductivity improving anti-
pollution efforts. But we don't know why productivity
collapsed even further in 1977-78. (Productivity growth

has declined in every industry except communications: in the
1973-77 period communications productivity growth was higher than
in the 1950s and 1960s.) :

International Situation

: Accelerating inflation in the United States has been a
direct -- but not the only -- cause of the fall in the dollar
abroad. Right or wrong, foreign holders of dollars had
perceived us as unwilling to take the steps to control inflation. .
They projected our failure forward into the future, and that
drove. “the dollar down further, to an unwarranted degree. 1In
turn, ‘this made inflation even worse at home, as import costs
climbed rapidly. And, since the dollar is the currency of
international trade, uncertainty about the future threatened
to slow world growth and trade. Without a firm anti-inflation
program in place, coupled with the actions announced on
November 1 to support the dollar, we could have seen much
further weakenlng of the dollar, even more inflation, and a
real erosion of confidence in the ability of the United States
to act as a world leader.

Conclusion

Ruttenberg is partly-rightAin some of his conclusions
and wrong in others. _ '

- He is right that a recession is no way to cure inflation.
In addition to all the other reasons, it is politically and
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‘morally -naive to believe that any country in the western

world would run a big enough recession long enough to
wring out inflation by the "agony" route.

He is also right that slow growth won't reduce inflation
sharply. But he 1s wrong to imply that we could keep growth
going at the recent pace. Inflation has been accelerating,
and not just because of food, housing, and medical costs.
Failure to moderate growth would bring further acceleration
of inflation and, almost surely, an eventual large recession.
By aiming at moderate growth we do indeed take some risks.
But failure to do so would guarantee a much worse result

vlater on.

With a continuation of somewhat slower growth for
awhile, and reasonable even-handed moderation in wage and
price increases, we can gradually reduce inflation. It is
not an easy path. But the alternatives just won't work.

Asking for simultaneous moderation in wages and prices
is not putting the blame for inflation on labor. 1In fact,

searching for villains won't get us very far. There aren't

any principal villains to put the blame on. Most groups in
America have suffered from inflation. And everybody will
have to participate in controlling it. S
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CAMP DAVID T
DECEMBER 27, 1978 | <i//
TO:  THE PRESIDENT
' Lo * Electrostatic Copy Made
FROM: FRAN&‘_ | for Preservation Purpsses

RE:  CorertA ScotT KiNe

MARTIN LUTHER KING'S BIRTHDAY IS CELEBRATED EVERY
YEAR IN ATLANTA WITH SEVERAL FORMAL EVENTS. Mrs. Kine
INVITED YOU AGAIN TO BE PRESENT ON MonDAY, JANuArY 15,

| REGRETTED THIS EXPLAINING TO HER THAT THIS WAS THE
FIRST DAY OF CONGRESS AND IT WAS NECESSARY FOR YOU TO BE
IN WASHINGTON.,  SHE UNDERSTOOD THIS PERFECTLY BUT THEN
ASKED THAT YOU TRY AND COME DOWN ON SUNDAY, JANUARY 14,

THE Kine CENTER AND MRS. KING WANT VERY MUCH TO
PRESENT TO YOU THE ANNUAL KING NoN-VIOLENCE AwARD.

THIS WOULD BE GOOD POLITICALLY, BUT PHIL AND |
DON'T SEE ANY WAY YOU COULD TRAVEL TO ATANTLA ON THE 14TH ---
YOU WILL HAVE JUST RETURNED FROM GUADELOUPE THE EVENING |
OF THE 9TH, AND YOU WILL HAVE MUCH TO DO IN PREPARATION
FOR THE NEW CONGRESS.

THE ONLY OPTION I CAN THINK OF IS TO ASK HER TO
COM TO HASHINGTON SOMETIME THAT WEEK AND PRESENT IT TO YOU
IN THE OvAL OFFICE IF YOU'RE INTERESTED.
I SHOULD CALL HER TODAY.
; __ REGRET THIS YEAR
-/
[

| | IAs N PRESENTATION
<:;j ___ SUGGEST A WASHINGTON PRESENTATI



THE WHITE HOUSE (’?

it 5

WASHINGTON

January 2, 1979

ADMINISTRATIVELY CONFIDENTIAL

MEMORANDUM FOR THE PRESIDENT
FROM: HUGH CARTER'Q’;?L'

SUBJECT: Security Violations

Attached for your information are the security
violations for the month of December, 1978.
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" THE WHITE HOUSE

WAS,HINGTON

~ January 2, 1979

-ADMINISTRATIVELY CONFIDENTIAL

MEMORANDUM FOR: JIM MCINTYRE

_ | , /
FROM: - - ~ HUGH. CARTEP{:%//
SUBJECT: - Security Violations

The President-has'ésked that I make you aware of the;followiné
security violation(s): ' , '

-Date -  ‘Name ' . Nature of Violation.
12/6 - Eliot Cutler Confidential document found on
- "~ desk top -
12/11 Bo Cutter ' Confidential document'found-on
' desk top

cc: The President



. THE WHITE HOUSE

WASHINGTON

January 2,vl979

- ADMINISTRATIVELY CONFIDENTIAL

MEMORANDUM FOR: | 'CHARLIE SCHULTZE
FROM: - o HUGH.CARTEP}E{Z,/
SUBJECT: v ’ Seéurity Violations

The President has asked that I make you aware of the follow1ng
securlty violation(s):

-Date Name Naturevof Violation

- 12/5 - . 'Lyle Gramley Safe contalnlng cla551L1ed materlal
found open

12/9v Peter Gould : Cohfidential doéUment_foUnd»on
. desk top ‘
,12/l4>' Val Koromzay Safe containing classified material

- found open

cc: ‘The President




THE WHITE HOUSE

WASHINGTON

January 2, 1979

ADMINISTRATIVELY CONFIDENTIAL

'MEMORANDUM FOR: MIKE BERMAN

Vs
FROM: o - HUGH CART:ER'&,\(_/
SUBJECT: Security Violations

The President has asked ‘that T make you aware of the follow1ng

- security violation(s):

- Date - Name - Nature of Violation

12/16 JMargéry Skotheim ' safe contalnlng cla551f1ed material
: found open

cc:> The President



THE WHITE HOUSE

WASHINGTON

January 2, 1979

ADMINISTRATIVELY CONFIDENTIAL"

MEMORANDUM FOR: | JERRY RAFSHOON
FROM: | , HUGH CARTERH,/
SUBJECT: |  Security Violations

The President has asked that I make you aware of the follow1ng
: securlty violationi(s): ‘

Date - Name - Nature of Violation

12/17 " Jerry Rafshoon Confldentlal document found 1n
’ desk drawer

cc: The President




THE WHITE HOUSE

WASHINGTON

-January 2, 1979

ADMINISTRATIVELY CONFIDENTIAL

MEMORANDUM FOR: STU EIZENSTAT
| | L {7
FROM: g ’ HUGH CARTER‘méf{-f
. . R VN
SUBJECT: ' ' Security Violations

The President has asked that I make you aware of the. follow1ng
‘securlty v1olatlon(s)

‘Date Name . Nature of Violation

12/2 - Bob Ginsburg' Confidential material. found 1n_b
file folder on desk

"cc: The.President




THE SECRETARY ‘OF TRANSPORTATION
WASHINGTON, D.C. 20590

\ =

December 29, 1978

MEMORANDUM FOR THE PRESIDENT

THROUGH:  Rick Hutcheson, Staff Secretary

SUBJECT: Significant Issues for the Week of Decémber 25

Air Crash at Portland, Oregon - As soon as I was alerted to the airline crash
at Portland, I contacted Federal Aviation Administrator Bond and accident

investigation teams from the Department of Transportation/FAA and the
National Transportation Safety Board, who are now on the scene in Portland.

The United Airlines DC-8 with 180 persons on board crashed five miles short
of the airport in a densely populated portion of Portland. Of those on board,
- our information is that there were 10 fatalities, 50 injuries, and 14 persons
unaccounted for but not presumed to be in the wreckage. The aircraft came to
rest in an empty lot after destroying a vacant home. Preliminary reports
indicate no fatalities or injuries to people on the ground. At present,

there is no indication as to the cause of the crash, though the pilot radioed
that he had Tost power and was unable to make the airport after circling
while attempting to fix a problem with the aircraft's landing gear.

New Aviation Safety Plans - This week Federal Aviation Administrator Bond

and I announced a comprehensive change to our air traffic control system.

The changes are designed to extend the ground-based separation program to

97 percent of the commercial passengers. The program is expected to
substantially reduce the number of reported near misses involving aircraft
operating above 10,000 feet. It calls for increased radar services at

80 airports and puts most of the busiest air routes above 10,000 feet

under direct air traffic control. In addition, collision avoidance systems
will be installed in most aircraft as soon as this equipment becomes available.
Following the September San Diego accident and the FAA's study of the causes,
we have accelerated the programs necessary to improve the Natien's protection
against possible midair collisions.
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THE SECRETARY OF THE INTERIOR .
WASHINGTON ‘ ,

December 29, 1978

MEMORANDUM TO THE PRESIDENT
From: Secretary of the Interior

Subject: Major Topics for the Week of December 25

The reorganization proposal establishing a DNR (Department
of Natural Resources) is before you for decision. This
issue is important to your Administration, but timing of
the decision is eritical. If we act now, we can preempt
the opposition from building support. The timber industry
.is split on the issue with some of the big companies op-
posing. The conservationist and environmental organizations
are supportive. Congress hasn't focused on it yet, but we
have major support from Jackson, Church, Percy, Ribicoff,
Nelson, Muskie, Udall, Burton, Bolling and Brooks. We can
win this one, but we need to move decisively and early to
strengthen our hand.

You missed a good quail hunt last Wednesday. Two of us took
16 quail and 3 pheasants in three hours.

r ANY)
CECIT. D, ANDE
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;’°* 3  THE SECRETARY OF HOUSING AND URBAN DEVELOPMENT </
%, ““B 5 WASHINGTON, D.C. 20410
%3030° w® December 22, 1978

MEMORANDUM FOR: The President
Attention: Rick Hutcheson

SUBJECT: Weekly Report of Major Deparfmental Activities

Department's Public Information Program on Energy Conservation is
a "Best Seller." The Department learned this week that its energy
conservation public information booklet "In the Bank...Or Up the
Chimney -- A Dollar and Cents Guide to Energy-Saving Home Improvements"
has become the most popular government publication in recent history.
Since the program started in 1977, the Department has honored requests
from 976,000 individuals and organizations. This week, Pratt and Whitney
Aircraft, Connecticut's largest employer, distributed 54,000 copies of
the 77-page booklet to its employees. :

HUD Announces Passive Solar Awards. A total of 242 awards in the
residential passive design competition and demonstration were announced
this week. Covering 35 states, these awards include 145 prizes of
$5,000 each for designs for new single family passive solar homes, 17
prizes of $2,000 for designs for passive solar modifications to existing
homes, and 80 awards of $7,000 to $§15,000 for the constructlon of some
of the new home de51gns for open market sale.

Slngle Family FHA Mortgage Insurance Applications Continue to
Climb. During the first two months of this fiscal year, 111,805 applica-
et LLO]
tions for FHA single family home mortgage insurance were processed,

a 27 per cent increase over the first two months of last fiscal year.
The Department currently projects an annual rate of approximately
735,000 applications which would be 116,000 more than the actual number
of applications processed last fiscal year. One indication that this
accelerated growth will continue is that the number of applications for
proposed construction increased almost 40 percent during the first two
months of this fiscal year. Helping account for the increase in
applications is the popularity of the Graduated Payment Mortgage program.
For November, GPM activity exceeded 11,000 applications, the highest
monthly total to date. On an annual basis, this would indicate GPM
applications will reach 138,000 during fiscal year 1979.

IS

Consumer Complaint Handling Program Praised. A report prepared bty
Technical Assistance Research Programs, Inc., has praised the Department .
for the way it handles consumer complaints and inquiries. The report
commends the Department for making improvements in the program over the
past two years and makes the point that a system exists for analyzing
public complaints for possible impact on the Department's policy making
process.

atricia Roberts Harris
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THE CHAIRMAN OF THE
COUNCIL OF ECONOMIC ADVISERS —

WASHINGTON

December 22, 1978

MEMORANDUM FOR THE PRESIDENT
From: Charlie Schultze(lé)}

Subject: CEA Weekly Report‘

Budget Preparation. Members of the CEA staff have been
‘working with OMB, DPS and other agencies in the preparation
of final memoranda for you on the 1980 budget and economic
outlook. A memo discussing the final forecast for 1979 and
1980 is incorporated in the OMB briefing materials supplied

- to you earlier this week. 1I'll be glad to provide additional
comments, if you wish. '

Real Wage Insurance. CEA worked on the memorandum
sent to you on Wednesday evening regarding the real wage
insurance program. As that memo points out, your advisers
recommend proceeding with the program even though some
significant difficulties have arisen during the final
development of the legislative propos&l. Treasury currently
expects to have the final proposal ready for publication
about the first week in January, and testimony on it will
be scheduled before the Ways and Means Committee shortly
after the budget is released. Your decision on the range of
protection to be provided by the program, which we requested
in that memo, was needed to finalize the proposal.

Economic Report. The CEA staff has been working on
the Economic Report of the President to be published in
January. We currently expect to publish the Economic Report
about three days after the budget is released, on January 25.

Aside from these activities, the CEA staff is preparing
for Christmas. May I wish you, Rosalynn and your family
a happy and restful holiday season in Plains.
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THE SECRETARY OF COMMERCE
WASHINGTON, D.C. 20230

December 21, 1978 , FYI
REPORT TO THE PRESIDENT

Revised estimates of third quarter GNP released this week show real output growth
for the period at only a 2.6% rate, down from the 3.4% estimated one month ago.
This reduction stems largely from lower estimates of earnings on direct invest-
ments abroad and lower foreign military sales. Meanwhile, economic data for the
current quarter continue to come in strong with a healthy 1.0% gain in personal
income for November and a continued high rate of housing starts. The fourth
quarter is shaping up well, and the economy should be entering 1979 with good,
balanced growth.

.On Tuesday chief executives from the rubber products industry joined me in a
discussion of business issues and Administration initiatives. This industry
faces a number of critical problems relating to slow growth, declining profits,
mintmal productivity increases, and increasing foreign competition. Moreover,
the prospects of increased costs for 1abor, raw materials, and regulatory
compliance are substantial.

e A major labor contract for tire manufacturers expires in April;

strikes occurred prior to the last three settlements with a five-month
walkout occurring in 1976. Industry representatives expressed a strong
desire to cowply with your wage and price standards but noted that
maintaining present provisions for benefits and cost-of-living adjust-
ments would certainly exceed the 7% standard; moreover, the United Rubber
Workers apparently will demand additional wage/benefit increases.

Barry Bosworth joined our discussions, indicating that the Administration
would strongly advocate constraint on both sides during the coming industry
negotiations., :

e The industry's trade position has been declining. The impact of the MIN
and the International Commodity Agreements now being negotiated will be
critical. The Department has been consulting extensively with the
industry on these actions and is working closely with Bob Strauss' office
to. assure that industry concerns are fully considered.

o The industry representatives urged improved coordination of government
agency decisions in order to achieve a better balance in regulatory require-
ments, stressing the need for more realistic assessments of regulatory
economic impacts and benefits. To this end, the Department will be following
up with industry representatives and Brock Adams' staff (which was represented
at the meeting) to review specific technical issues relating to tire quality
grading requirements.

My best wishes to you and your family for a happy Christmas and a most
rewarding New Year.

A

anita M. Kreps
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The Administrator

December 22, 1978

REPORT TO THE PRESIDENT

FROM: Douglas M. Costle

Yesterday we formally proposed an alternative
regulatory approach -- called the "bubble" concept --
to controlling air pollution emissions from industrial
sources. . Prev1ously, the agency has set emission limita-
tions on each individual source within a given facility,
e.g., each smokestack, coke oven, etc. Now we are pro-
posing that the plant managers themselves decide where to
. cut pollution rates more and where to let them increase
-- provided that total emissions from the entire plant
are not increased and that air quality standards are met
outside the "bubble" of air surrounding the plant. This
will allow them to focus control effarts -- and dollars --
an those sources that are least costly to catrol. This
approach should: ’

(o) make our controls much more reasonable;

o stimulate more innovation in pollution
reduction efforts;

o save the dischargers money; and

o result in no increase (and perhaps a
reduction) in total pol lution emissions.

With these characteristics, we consider this to be
one of our major regulatory reforms, and are looking forward
to extending it to other programs.

Barbara and I would like to wish you and your family
a very merry Christmas.
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—CONFIDENTIAT

. TO:  President Carter

/
* THROUGH: - Rick Hutcheson —
FROM: Ambassador Young

SUBJECT: U.S. Mission to the U. N Act1v1t1es December 15=-21
' NAMIB IA

The Contact Group has drafted a massage- from the Five to the
South African Government reiterating the need for a final
decision by South Africa this month on whether or nit it agrees

- to cooperate with the UN on the implementation of Security. Council -

- Resolution 435. The message was.delivered to Permanent Secretary
‘Brand Fourie by the Five Ambassadors in Cape Town, December 20.
The Five have also agreed to abstain on the three UNGA draft -
resolutions on Namibia. The vote is scheduled for December 21.
The abstentions will be made on procedural rather than substantive
grounds in the belief that at this crucial state in the Namibia-

. .effort the Five should not compromise their position of
- _neutrality by taking a substantive position.on these resolutions.

' UN GENERAL ASSEMBLY

. UNGA Vote on Iragi Resolution - On December 14, UNGA adopted Iraqgi -
- resolution requesting the Security Council to call on states. to- -~
—lcease military and nuclear collaboration with Israel. - Vote was 72

in favor, 30° agalnst and 37 abstentions. In prior procedural vote
put to the Assembly by the President, the GA decided that the
-resolution was not an "important question™ requiring two thirds-

. majority. After the voting, Israeli Ambassador Blum declared that

- his government would thus consider the resolution: to be an-
~ ‘unimportant one and hoped ‘the- Securlty Counc1l would arrive at the

same’ conclu51on. : : :

Domlnlca Becomes lSlst Mémber of UN - The Commonwealth of Domlnlca
was admitted as the 15lst member state of the “UN by decision of :
“the UNGA, December 18. The UNGA resolution. admitting Dominica,.
. upon recommendation of the Security Council December 6 Vwas adopted
'_’unanlmously w1thout a vote. : _ , o

UNGA Censures Nlcaragua, AdoptS'lB'Resolutlons - On December 15,
by vote of 85-1-45(US), the UNGA censured the. repre551on of the
people of Nlcaragua and the violation of Costa Rica's. soverelgnty
‘by Nicaraguan mllltary aircraft, and demanded that Nicaraguan

authorities cease activities endangering the security of the region.

The resolution on Nicaragua also urged Nicaraguan authorities to

"ensure respect for the human rights of its citizens" and. asked
‘the Secretary General to follow developments closely and prov1de'
,the aid necessary to achleve the purpose of the resolutlon

AMBASSADOR YOUNG S OTHER MEETINGS - 12/15 - Hamllton Green,

- Minister of Housing, Labor and Health (Guyana), 12/18 - Frank
Ferrari, 12/19 - FM Ali Mroudjae (Comoros), 12/20 - Phil Mason,
Mr. Beard, Mr. Saddler, Mr. Furio Colombo, 12/21 - Mr. Whistler,
"Charlie Cobb, National Public Radio, Ambassador Petree, .

Chrlstopher Nasc1mento, Minister of State (Guyana) .
o u_CLﬁsuhiED

4 ’) v.23’:.6 3ac. 3-’1 _
'ﬁ': ML L.

wans pate Llaglas
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Commumty WASHINGTON, D.C. 20506%

Serwces Administration

Decerber 22, 1978

" MEMORANDUM TO THE- PRESIDENT

Attention: Rick Hutcheson, Staff Secretary LW

FROM: G‘raciela (Grace) Olivarez, Dir
Cammunity Sexvices Admi.nistratiol

SUBJECT: Weekly Report of Significant Agency Activities
(Week of December 18 - 22, 1978)

' ‘Winter Energy Assistance Program Requlations

The Cammunity Services Administration (CSA) has reached
agreement with the Office of Management and Budget regarding
regulations for CSA's $200 million Winter Energy Assistance
Program. The regulations are to appear in the Federal Register
on December 29, 1978.

‘Los Angeles County. to receive Poverty Funds

The County of Los Angeles is to receive a six-month $4 million
~grant from CSA to assume administrative responsibility for the
county's poverty program when the Greater Los Angeles Community
Action Agency (GLACAA) closes on December 31, 1978. By making
. this money available as of January 1, 1979, CSA hopes there

" will be no interruption in services to low-income residents

in the Los Angeles area.

~ Disaster Funds to Arizona

As a result of the extensive flooding in Arizona this week,
CSA has made available to Arizona, through its State Econamic

Opportunlty Office, an lnltlal $1.00,000 to provide emergency
services.
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THE SPECIAL REPRESENTATIVE FOR
TRADE NEGOTIATIONS

WASHINGTON _ Q‘

December 22, 1978

MEMORANDUM TO THE PRESIDENT
FROM: Ambassador Robert S. Strauss

.SUBJECT: Wéekly Summary

, This week we are concluding our work for the
year on the MTN and while we will not precisely meet the
deadline we have been working under and which was reinforced
at the Bonn Summit, we have as a practical matter, reached
- the concluding stages.

_ We have completed and signed off on our negotiations
with Japan, Sweden, Switzerland and Austria and a half dozen
or more LDCs. As a matter of fact, our bilateral agreements
with most of the developed countries except the EC and
Canada are complete. All of the non-tariff codes including
subsidies, customs valuation, standards, government pro-
curement, and counterfeiting are substantially complete with
the exception of issues that affect special and differential
treatment for developing countries which remain open for the
purpose of working with the LDCs and not because of differences
among developed countries.

We have completed 90 percent of industrial tariffs
with the EC and the present schedule calls for their completion
in January prior to the February 6 Council meeting in Europe.

- The French continue to maintain that there is an
unfavorable balance in our favor but apparently the Commission
and the Council of Ministers are prepared to proceed to con-
clusion.

It is my intention and I have informally advised
the leadership of the Congress that you will give the
statutory 90-day notice to them of your intention to enter
into these agreements. They concur that the notice should
be given by January 3rd so that the 90-day period can begin
running. : '

7 Electrostatic Copy Made
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We are pushing on these last few days to conclude
insofar as possible all of our trade agreements, particularly-
those involving Taiwan. The Taiwanese will be in the office
on the 23rd and 24th of December to negotiate both a general
trade agreement (which has been in. the process of _negotiations
- ‘'over the last year), and a separate, orderly marketlng agreement
on color telev131ons. : -

¥ Mr. President, your China deal must be sold across
this country with credibility as the greatest trade opportunlty
- ever presented to this nation. I .know you are aware of it
but there is somethlng of a domestic nature that- 1mpacts
in a positive economic way on every man and woman.in America.
It just needs to be orchestrated with credibility. The =
‘same thing is true with the Congress. 1If the case is
presented properly, the ‘selfish dinterests of const1tuenc1es
of some of the more vocal opp051t10n Senators can be force-
fully brought home to them.



THE SECRETARY OF TRANSPORTATION
WASHINGTON, D.C. 20590

Decembér 22, 1978 - <:Z:

MEMORANDUM FOR THE A

FROM: Brock

SUBJECT: Significant Issues for the Week of December 18

Transportation and Inflation:~ I met yesterday with Fred Kahn to

review ways in which the Department could be of assistance to his
inflation fighting efforts. We agreed to provide him with

information on the economic justification for fuel economy standards

and with our thoughts for attacking inflation through consumer action

on auto repairs. - We also discussed several pending departmental
rulemaking actions and the role that the inflation staff would take

in assembling recommendations on these matters, such as the handicapped
regulations, where costs are high and social priorities must be balanced
with inflation. '

We also discussed the inflation-fighting component of the Department's
legislative program, particularly the Surface Transportation Administration
and no-fault insurance.-

Washington Metro Financing — A financial milestone was achieved last
week when agreement was reached with the Washington Metropolitan Area
Transit Authority's Committee on repayment of $1 billion in outstanding
Metro subway bonds. '

Aircraft Hijacking -~ A domestic hijacking incident occurred Thursday
involving a TWA DC-9 plane with 83 passengers and a crew of six aboard.
The plane was hijacked by a teen-age girl, who had railroad flares

" which resemble dynamite. She demanded release of convicted hijacker,
Garrett Trapnell, from the Federal Penitentiary at Marion, Ill. She
took over the plane on its approach to Kansas City Airport and diverted
it to Marion, Ill. ‘The hijacker surrendered yesterday evening and all
passengers were safely released. The FBI confirmed that the hijacker
was the daughter of Barbara Ann Oswald, who was killed May 24 when she
tried to hijack a helicopter in another attempt to free Trapnell.

Since the airport security systems were initiated in January, 1973,
25 hijackers have tried to penetrate the system, which involves metal
detection and baggage X-ray. None of these attempts involved real
weapons or explosives. The hijacker used non-metal flares which
closely resembled dynamite and, therefore, she was able to convince
the passengers and crew the threat was real.



THE SECRETARY OF DEFENSE \
WASHINGTON, D.C: 20301

December 22, 1978

MEMORANDUM FOR THE PRESIDENT

SUBJECT: Significant Actlons, Secretary and Deputy Secretary of Defense
(pecember 16-22, 1978)

Normalization of Relations with China: | have established a speclial"
high-Tevel group In DoD to deal with implementation of the normalization
agreement with the PRC insofar as [t affects activities of this Department.

Communications Satellite Technology--China: My staff is working with
Frank Press' office, NASA, State, and Commerce on questions related to
providing a communlcatlons satellite capability to the Peoples Republic
of China--the limits of technology transfer are a key issue.

Discussion with Senator Stennis: On Wednesday | talked to John Stennis

about the normalization of relations with China. He feels that normali-

zation was Inevitable and with some exceptions will be accepted by the

public. Regarding SALT, he believes verification Is key, and sald we

must be very careful to leave no uncovered questions about the strategic

balance. He also sald that he did not anticipate serious difficulties :
In confirmation of General Seignlous. -

Accelerated Deliveries to Yemen: Following up on your discussion with
Al Halg concerning military sales to the Yemeni Arab Republic, President
Salih of Yemen has asked for expedited delivery of tanks and alrcraft.
As you may recall, King Khalid of Saudi Arabia has agreed to pay for a
program of 12 F-5s, 2 C-130s, 64 M60 tanks, and 100 armored personnel
carriers for Yemen. | have taken action to shorten the delivery times
by diverting tanks from production for U.S. Army stocks and diverting

8 F-5Es and 50 M113 APCs from other customers. Saudi Arabia also will
transfer 4 F-5Bs and 50 APCs from I'ts own stocks; the C-130s are avail-
able through commercial purchase. | am establishing an 0ffice of Military
Cooperation in Yemen to manage the accelerated delivery.

Charles and | join In wlshlng you and your family a hollday ‘season
filled with joy and peace.

M
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DEPARTMENT OF AGRICULTURE

OFFICE OF THE SECRETARY ’
WASHINGTON, D. C. 20250 »

December 22, 1978

MEMORANDUM TO THE PRESIDENT

THROUGH Rick Hutcheson
Staff Secretary

SUBJECT: Weekly Report

CATTLE. While the number of cattle on feed on December 1 remains about
9 percent above a year ago, placements during November again fell short
of year-earlier levels. Net placements for the 7 major feeding States
in October and November combined were 7 percent below last year. If
this lower rate of placements occurred in the other States, and if
placements do not pick up in December, fed slaughter would run a Tittle
below USDA forecasts and prices slightly above during the first half of
1979. In view of continuing large inventories in feed lots, the impact
of slowing placements would be primarily felt in the second quarter.

ISA MEMBERSHIP FILING DEADLINE. ISO sources report that the filing period
for countries seeking to join the International Sugar Agreement (LSAS has
been extended te June 30, 1979, to allow the additional time for 10
exporters and six importers, which are not presently signatories to the
1977 agreement, to ratify it. Neither the U.S. nor the European Economic
Community are members. - :

HIGHER AUSTRALIAN WHEAT CROP EXPECTED. The Australian wheat crop may
reach 15.4 million tons, with record harvests in Queensland and Western
Australia. Barley and oats harvests are also expected to set records.
Large wheat and feed grain crops, however, are expected to strain handling
and transportation facilities, with consequent danger of some crop deteri-
oration due to weather.

LETTUCE. Following a report of tobacco budworm infestation there has been
a number of conf11ct1ng accounts in the news media that there was a 25
percent 1oss in the total Imperial Valley of California lettuce crop --
actually it involved less than 10,000 acres and losses in some fields
reached 25 percent. The budworm 1nfestat1on has been brought under control
and the current crop is of excellent quality with a small increase in
acreage. Barr1ng a prolonged delay in harvest which is currently being
hampered by rain, the lettuce supply is expected to be adequate.
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To The President. | | " Page 2

HITCHHIKING INSECTS. The World Health Organization (WHO) has contacted
the USDA Chemical and Biophysical Control Laboratory concerning a report
from Qantas Airlines that heavy spraying of a 2% d-phenothrin solution
in 747 aircraft (to disinsect or remove hitchhiking insects) resulting
in the clogging of fans which cool electronic components and duct work.
As a result, seizure of the fans has occurred and maintenance and repair
costs have increased.. No other airline has reported this problem.
%D1scuss1ons are going on with Austra11an officials about possible




EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET '
WASHINGTON, D.C. 20503

January 2; 1979

\ N

MEMORANDUM FOR: THE PRESIDENT

FROM: Jim McIntyre, Jr. g}u~v
C Stu Eizenstat SHV”

SUBJECT: ' Disability Reform

We and Secretary Califano are in agreement on a major
portion of the proposed change; that workers should
generally receive no more in disability benefits than in
prior earnings. There is still some disagreement, however,
about further tightening of the limits on maximum disability
benefits to be received by any one family. We will be
working to devise the programmatically and politically best
course of action within the next two weeks. Meanwhile, we
'will carry a $60 million outlay saving in the 1980 budget,
which is the minimum which would be realized. That amount
more than offsets the $38 million in work incentive benefit
increases which would also be a part of the Disability Reform
proposal. '
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON.-D.C. 20503

. DEC271978

MEMORANDUM FOR: ~ THE PRESIDENT ;,7 o

| | S
, FROM. o _ JAMES T. MCINTYRE, JRi. /7%
 SUBJECT:  Federal Pay and the Anti-inflation Program

--In a memorandum to you dated November 20 (Tab B) the Chair-
man, Civil Service Commission has pointed out that there
are several groups of Federal employees who are not. covered
by the restraints you have placed on Federal pay. These

- groups, totaling some. 100,000 workers, are under a number
of different single-agency pay systems, with varying degrees

X . of administrative: dlscretlon involved in pay- settlng.

In order to restrain pay increases for: these workers to the
maximum extent. permltted by law, Chairman Campbell recom-
" mends that you sign an Executive order reflecting your

.., determination that it would be inconsistent with the- punllc

“interest for any category of Federal pay rates to be in-
creased by more than 5.5 percent during fiscal year -1979.
‘He expresses doubt that this approach can withstand. court"
challenges with respect to all of the affected. groups, but:
nevertheless believes that this approach is worth- trying. o
The Department of Defense supports his recommendation.. ,;_;.;-;54

OMB agrees fully with Chairman Campbell except that we be--
lieve that the approprlate form of action is a memorandum to. .
the heads of agencies rather than an Executive order. The .
 administrative discretion to restrain these increases is

- vested in the agency heads. The direct exercise of that _
authority by the President would raise an additional legal’
issue which can be avoided by the use of a memorandum. We
“have therefore recast Chairman Campbell's draft Executive
order in the form of a Presidential memorandum to heads of
Executive departments and agenc1es. (Tab. A.) ' .

- .In this memorandum we have allowed minimum exceptlons from the
5.5 percent increase policy although we know that rare excep-
tions may surface involving small categories of employees = - |




A

I

such as 501entlsts or actuarles for whom recrultment is
essential. Unless you object, we will tell Scotty Campbell
privately that he has your authority to make these rare ex-
ceptions as part of the assistance he is to give agenc1es
in complying with the policy. : :

Recommend yOu sign the memorandum at Tab A.

Attachmentsf...ff;



' THE WHITE HOUSE
‘ ) WASHINGTON

* MEMORANDUM FOR THE HEADS OF |
" EXECUTIVE DEPARTMENTS AND AGENCIES

,SUBJECT; Federal Pay and the.Anti-inflationvProgram'

The success of our anti-inflation effort is critical to the
economic well-being of the nation. To achieve this success,
it is vital that the Government, in managing its own affairs, -
- Join with the rest of the nation in a positive commitment to
reducing inflationary pressures. Accordingly, I have deter-
~mined that it would be inconsistent with the .public interest
for any category of Federal pay rates to be. increased by more
than 5.5 percent during fiscal year 1979. :

To this end this Administration and the Congress have frozen

.., Federal- executive pay altogether, and have placed a 5.5 percent E

ceiling on pay increases for most Federal workers -~ those
under the General Schedule and related pay systems, the menm- - »
bers of the uniformed services, and most Federal wage employees.

However, there are substantial numbers of nonappropriated fund
employees and other workers employed by entities of the Federal
Government who are not covered by these Government-wide actions,
since they are under a variety of relatively small pay systems
over which you have pay setting authority. Im order to éensure
that proposed pay increases for other pay systems do not exceed
the maximums for Federal pay that the Congress and I have set,
the policy of this Administration is: A

In the public interest to control inflation, each .
officer or employee in the executive branch who has
administrative authority to set rates of pay for any
Federal officers or employees should exercise such
authority, to the extent permissible under law, treaty,
or international agreement, in such a way as to en-

" 'sure that no rate of pay for any category of officers

~ or employees is increased more than 5.5 percent during
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fiscal year 1979. Specifically. excluded from this

_ limitation are rates of pay for foreign nationals
authorized under the Foreign Service Act of 1946 as
amended (22 U.S.C. 889) and increases in rates of pay
to implement the minimum wage provisions of the Fair

- Labor Standards Act of 1938, as amended, as authorigzed
under current agency policies. ’

The Chairman of the Civil Service Commission, until January 1,
1979, and the Director of the Office of Personnel Management,
on and after January 1, 1979, will provide you with any further
advice or assistance you may need in complying with this poliey.




UNITED STATES CIVIL SERVICE COMMISSION
WASHINGTON, D.C. 20415

- :anmuA'rt | _ , . ~NOv 20 1978

MEMORANDUM FOR THE PRESIDENT

SUBJECT: Federal Pay and the
' -Anti-inflation Program

You have made it very clear that the Federal Government has a special
responsibility, in the management of its own affairs, to lead the anti~
inflation effort. The Government has provided an example to the rest of
-the economy by the restraints you have placed on Federal pay: Top
Federal officials have foregone any pay increase -at all, and the military .
‘and the great majority of Federal civilian workers: (other than the Postal
Service) ‘have been limited to 5.5 percent increases.

We are concerned however, that there are several sizeable groups of -
Federal employees who are not covered by any of the actions that have
been taken up to the present. If these employees Teceive pay increases
of more than 5.5 percent, it will be both unfair.to the workers who have
been covered and damaging to the credibility of the anti-lnflation effort
as a whole.

The groups not :yet covered—numbering perhaps 100,000 workers--fall into

a variety of categories. Some are white-collar workers who are pald under

different single-agency pay systems, with varying degrees of administrative

discretion involved in pay setting. Others are blue-collar workers,

including some who negotiate wages (such as at Tennessee Valley Authority),
- and some who are covered under a. special pay system for nonappropriated .

fund activities (principally in the Department of Defense). .

.Pay setting for a few of these groups is frankly beyond reach without
legislation, -but we believe that most of the remaining employees could be
- limited to 35.5. percent pay increases by Presidential action. This. could




)
be done through an Executive order,-which would (1) direct all executive

branch pay-sétting officials to limit administrative pay increases
to 5.5 percent, to the extent it is legally permissible for them to

‘do so, and (2) datermine that the public interest requires that those o

Federal blue-collar workers who are not already subject to the
5.5 percent limit be brought under that limit. The Civil Service

.Commission (Office of Personnel Management after January 1) could

be designated to -administer this program.

We must point out that there is some questiéh as to‘ﬁhetﬁér,this sort
of administrative pay limitation will ultimately be able to withstand

challenges in the courts, at least in the case of some of the affected
.groups of workers, since the law requires that their pay be set "as

nearly as is consistent with the public interest in accordance with
prevailing rates." While we believe that a departure from prevailing
rates is permissible upon a Presidential finding that the public
interest so requires, such. a use of this clause has never been tested

-in the courts.

While the ultimate success of this proposed action ‘is, therefore, mot
certain, we believe it is well worth trying, because of the support
it will lend to the anti-inflation effort and because it will lessen
inequities -among Federal workers. Therefore, we recommend that you
take this»action 4o limit Federal pay increases. The Department of
Defense whic: =-2loys most of . the affected workers, strongly supports.
this recommendation.

A draft ExeCutive§brder.to acéomplish.the recommendation,is-attached.

cc: The Attorney General
The Director of the Office of
Management and Budget




- THE WHITE HOUSE

| WASHINGTON _ 444
December 21, 1978 |

MEMORANDUM FOR THE PRESIDENT

FROM o '~ STU EIZENSTAT
KATHY FLETCHER

SUBJECT: - - Letter to Comservation Community

In response to your request at a meeting with environ-

mental leaders last May, the conservation community has

joined together in sending you two memoranda signed by
more than 80 organizations. Many of the issues they
raised were matters of ongoing work on which we and
other Administration officials were consulting closely
with environmental leaders.

Now that the‘Congress has adjourned, we recommend that
you personally respond to these memoranda. A draft
letter is attached. We will be working with the
scheduling office on future meetings with the environ-
mental community. We anticipate that these groups

will also be- sendlng you additional memoranda in the
future.

We have also drafted a short note from you to Dick
Frank, Administrator of NOAA, urging him to pursue

vigorously whale preservation efforts on behalf of the
United States.

Attachment

(TWO SIGNATURES REQUESTED)

Electrostatic Copy Made
for Preservation Purposes
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THE WHITE HOUSE

WASHINGTON

MEMORANDUM FOR THE ADMINISTRATOR,
NATIONAL OCEANIC AND ATMOSPHERIC ADMINISTRATION

I know that you have worked hard to resolve the difficult
controversies that have arisen over whaling issues and
that you have been in close contact with the environmental
community.

As you know, I am personally committed to the preservation
of the great whales. I urge that yol continue to exert
vigorous leadership on behalf of the United States in the
worldwide efforts to save these magnificent and highly
intelligent creatures. :



-THE WHITE HOUSE

WASHINGTON

To Brock Evans

I want to extend through you, in your role as convenor of
the Conservation Community, my deep appreciation to all
of the organizations of the Community for making such an
important contribution to helping to sustain my veto of
the public works authorization bill. Your efforts were

a key part of the broad-based citizen effort that opposed
the bill as originally passed. I also appreciate your
strong support of other important Administration initia-
tives aimed at improving the Nation's environment, such
as the amendments to the Outer Continental Shelf Lands
Act and the actions to protect Alaska lands.

Thank you for sending me your thoughtful letters. They
help me to keep informed about important environmental
issues.

In light of your interest in and comments about the Solar
Domestic Policy Review, I have asked my staff to work
closely with you. No recommendations have yet reached
my desk, but before I make final decisions I would value
the opportunity to receive detailed comments from you and
other proponents of accelerated solar energy development.

You also expressed concern with the regulatory analysis
program. Two actions that I have taken are responsive to
your concerns. A new Regulatory Council, comprised of the
regulatory agencies, such as EPA and OSHA, will provide
basic information on what regulations should be reviewed.
In its first year the Council will be chaired by Doug Costle,
Administrator of the Environmental Protection Agency. The
- Council on Environmental Quality has been appointed as an
adviser to the Regulatory Analysis Review Group. I am
determined that regulations meet environmental goals in.
the most cost-effective way. I believe we can achieve our
environmental objectives while assuring that regulations
are fair and efficient.
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Another issue you raised involved the Administration's
actions to protect whales. Since you wrote me, Dick Frank,
Administrator of the National Oceanic and Atmospheric
Administration, has consulted closely with those concerned
about whale conservation. As you know, I am personally
committed to protecting the world's whales. I have asked
Dick Frank to continue his efforts to achieve our preser-
vation objectives.

Many of the issues raised in your letters involved
legislative matters which were pending before Congress.
Although we could not achieve all that we had hoped for
and compromises were necessary in some cases, I believe
that the Administration's legislative environmental
achievements in the 95th Congress were significant.

I consider environmental protection to be a major
Administration priority. Although, as we discussed
when I met with you in May, I cannot adopt every posi-
tion you advocate, I will always seriously consider
your views. I hope you will continue to inform me about
your major concerns,

Sincerely,

Mr. Brock Evans

Chairman

Natural Resources Council of America
Post Office Box 20

Tracy's Landing, Maryland 20869
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TO: = . .The President 10-%” o2
FROM:. - .The Conservation Community P 00 o :

DATE:. . October 13, 1978

H
i

~Mr. Prgsident:

We wish to thank you for some recent aetions_of‘YOur.Administration,vincluding your continuing
strong interest in protecting Alaska lands, your successful efforts. to secure a strong outer
continental shelf bill, and your veto of the public works projects bill.

. This.1is the second response of the conservation commmity to your invitation of last May that

'Awe,send.you a .short memo at regular intervals alerting you to specific and timely issues that

- .require your personal attention, and where your intervention can make a decisive difference.
.In this memorandum, as in the first one, you have the consensus opinion of the undersigned
- ‘organizations that the named issues are of great importance to us all.

Since as of this writing we have not received a response to issues raised in our August 15

memo, we wish to reaffirm our views on those not yet acted om, including lobby reform
. legislation, highway legislation, wildlife legislation, and the "anti-inflation regulatory
review" process. A copy of the August 15 memo is attached.

We now wish to bring the following additiomnal subjects to your attention:
;. 1. Domestic Review of Solar Energy. In mid-September the Domestic Policy Review of Solar

~ Energy, which you initiated on Sun Day, released an interim “Status Report.”. Before the final
"Response Memorandum" is sent to you in late October, we urge you to imstruct your staff to

assure that: (1) all of the solar scenarios examined by the DPR, including the "technical.

- 1imits case,” are presented fully in the "Response Memorandum;" (2)uthe social and economic

impacts for- each scenario, particularly the enviroomental consequences, are fully portrayed;
and (3) in the evaluation of solar emergy, past and existing federal subsidies given to

‘non-renewable energy resources are explicitly recognized, and options: are presented to remove
or. compensate.. for these competing subsidies.

- .Because of the extreme importance of solar policy, a group;ofoenvironmental and solar leaders

would like to meet with you to discuss the "Response Memorandum" before you make a final

decision on its recommendations. Can you schedule such & meeting?

- 2, Coastal Zone Regulations, NOAA is currently considering the content of federal
regulations. to implement the Coastal Zone Management Act. It has the discretion to require
.states . to protect critical coastal resources, a necessity for good resource protection. Since
NOAA has not yet decided what to do, we urge you to direct them to make sure that states will
.act . to preserve critical coastal resources in theilr coastal management.plans.

.3, Clean Air: New Source Performance Standards. EPA 18 now considering vital regulations

. for .new coal-fired power plants, -but indications are they will not complete the process for

. six more months, even though they have the technical capability to decide much soomer. We

. feel it 1s vital that the fimal regulations be decided by December, 1978, before the beginning
of the next Congress. We fear that delay into next year will cause enormous political
‘pressure to be brought to bear and may result in a reopening of the Clean Air Act. We urge
_-you. to direct EPA to complete its review and make a final decision by December 1978.

4. ‘Beaufort Sea, . We fear that & major ecological disaster is in the making in the Beaufort

Sea. In spite of the fact that development technology for such a harsh enviromment is

. .unproven, both the State of Alaska and the Department of Interior are planning off-shore oil
- leasing this month and early next year, respectively. We urge you to direct the Department of
Interior to suspend its own leasing program there and to oppose the state program until full

baseline studies are completed, marine sanctuaries designated, more resesrch is done on the

. special problems of oil in the arctic¢ marine environment, and the necessary development
technology is- proven. '

5. Wildlife ‘;gislation.- 'In addition to reaffirming our previous. statements on the
. Endangered Species Act and Non-Game .Funding legislation, we urge your support for coatinuing
-authorization and funding for the Endangered Species Act beyond this fiscal year. .The

situation of the non-game funding legislation is particularly critical, and we urge you to

‘immediately order the Office of Management and Budget and to ask the Speaker of the House to
.advance .this noncontroversial legislation promptly in the. closing days of this Congress. More
- than 260 organizations support this bill,

By Water Poliey Reform. ‘We believe your action on several key water issues will determine
.whether your announced" waterlpolicy.refOrms.will.beqeffective'or.stillhorn. We are pleased
_ that you have .vetoed the public works appropriations bill, and that we were gble to help in
. .sustaining that veto--a great victory for your administration.

v
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' 7. . .-Whales-,
.achleve a ten-year moratorium on commercial whale killing.

»
-t
7, o

The'Président‘.

a
“

. .October .13, 1978

The "Water Resources Development Act of 1978" also contains a number of direct and intentional
assaults on your water policy reforms, and we strongly urge you to veto it.

Finally, the

specifics of some of the compromises being considered by Secretary Adams on the waterway user

charge concern us.

We urge that the Administration stand firm.

We appreciate your personal commitment to whale conservation, and efforts to

‘But we are disappointed that the

. U.S." has recently abandoned its world leadership position of trying to reduce or stop ,
commercial whaling. We urge you to imstruct our nation's whaling commissioner, Richard Franmk,

.to renew .this country's former efforts to conserve the endangered great whales.

One of the

major problems in the current situation is a lack of adequate reliable data on which to base
management decisions, since most of the data used to set quotas by the International Whaling

Commission's Scientific Committee is provided by the Japanese whaling industry.

It is

essential that this information base be strengthened by more data from independent sightings
and other sources, by the addition of independent scientists to the Scientific Committee, by
. unbilased evaluation of the data collected, and by better methods of utilizing independent

.observers.

.The up~coming International Whaling Commission meeting in December provides an

. opportunity to move toward realization of these goals if our delegation reasserts its
- .leadership position.

. America the Beautiful Fund
. American Camping Association

American Cetacean Socilety

. American Committee for International

Conservation
American Conservation Association

. American Forestry Association

American Horse Protection Association, Inc.

. American Institute of Biological Sciences
. American Littoral Socilety

American Rivers Conservation Council

. 'American Scenic & Historic

- Preservation Soclety
American Society of Ichthyologists
and Herpetologists

. American Society of Landscape Architects
. 'American Water Resources Association
. Animal Protection Institute of America

Animal Welfare Institute
Appalachian Trail Conference

Arctic Institute of North America
Association of Interpretive Naturalists
Brooks Bird Club, Inc.

. .Boone and Crockett . Club

Camp Fire Club of America

Camp Fire Girls, Inc.
Conservation Education Association
Concern, Inc.

.Conservation & Research Fbundation, Inc.
J. N. "Ding" Darling Foundation
Defenders of Wildlife:
Environmental Action
Environmental Defense :Fund, Inc.
Envirommental Law Institute
Environmental Policy Center
Federation of Western .Outdoor Clubs

.-Friends of Arnimals, Inc.
--Friends of the Earth

‘Fund .for Animals, Inc.
Garden Club of America

General Federation of Women's:Clubs
Girl Scouts of the U.S.

. Humane Society of the U.S.
- International Association of

Fish and Wildlife Agencies -

Respectfully, BROCK EVANS
~ Convener of the Conservation Community
..330 Pennsylvania Ave., SE. 547-1141

International Bird Rescue Research Center, Inc.
International Primate Protection League

‘Izaak Walton League of America

John Muir Imstitute for
Environmental Studies

. Keep America Beautiful
League of Conservation Voters
League of Women Voters

Max McGraw Wildlife Fund
Moniter, Imc.
National Association of
Conservation Districts
National Association of State Foresters
National Audubon Society
National Coalition for Marine
Conservation, Inc.
National Recreation and Park Association
National Rifle Association
Natural Resources Defense Council
National Speleological Society, Inc.
National Water Resources Association
National Watershed Cong. '
National Wildlife Federation
North American Wildlife Foundation
National Wildlife Refuge Association
North American Wolf Society

.Outdoor Writers Assoclation of America
- 'Project Jonah

Rachel Carson Trust for the
Living Environment

" Raptor Research Fund

Rare Animal Relief Effort

‘Saint Hubert Society of America, Imc.

Society for Range Management
Solar Lobby

. Sport Fishing Institute
. 'The Sierra Club

. .The Wilderness Socilety

. .The Wildlife Society

. Trout Unlimited

.-Urban Environment Conf.

Wild Horse Organized Assistance, Inc.
Wildlife Management Institute
World Wildlife Fund

- .Zero Population Growth
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1703 . . The President ’ ' : R e
FROM: . The Conservation Community - : L :

DAIE October 13, 1978 .

." [

L]

Mr. President:

We wish to. thank you for some recent actions of your Administratiom, including your continuing
strong interest in protecting Alaska lands, your successful efforts to secure a strong outer
N continental shelf bill, and. your veto of the public works projects bill, :

. .This is the second response of the conservation community to your invitation of last May that
we send .you a short memo. at regular intervals alerting you to specific and timely issues that
 .require your personal attention, and where your intervention can make a decisive differeance.
.In this memorandum, as in the first ome, you have the comsensus opinion of the undersigned

."organizations that the named issues are of great importance to us all. .

' S:lnce as of this writing wé have not received a response to issues raised in our August 15
‘memo, we wish to reaffirm our views on.those not yet acted omn, including lobby reform -
- .legislation, highway legislation, wildlife legislation, and the "anti-:l.nflat:lon regulatory
- .review' process. A copy of the August 15 memo 1is. attached

.We.now wish.to bring the following .additional‘subjects to your vattent-:l.oo:

.1, Domeéstic¢ Review of Solar Energy. In mid-September .the Domestic Policy Review of Solar

. Energy, which you initiated on Sun Day, released an interim “Status Report." Before the f£inal
"Response Memorandum" is sent to you ia late October, we urge you to imstruct your staff to

-assure .that: (1) all of the solar scenarios examined by the DPR, including the "technical

. 1imits case,” are presented. fully in the "Response Meémorandum;” (2) the social and economic

- impacts . for each scemario, particularly the environmental consequences, are fully portrayed;
-and  (3) in the evaluation of solar emergy, past and existing federal subsidies given to _
non-renewable energy resources are explicitly. recognized and options are presented to remove
'or . compensate . for these competing subsidies. _

. Because of the extreme, importance of solar policy, a group of environmental and solar leaders
- would like.to meet with you to discuss the "Response Memorandum" before you mske a final
decision on its recommendations. Can you schedule such a meeting?

2, Coastal Zone Regulations. NOAA 1s currently considering the content of federal
regulations to implement the Coastal Zone Management Act. It has the discretion to require
.states .to protect critical coastal resources, a necessity for good resource protection. Since
.NOAA has not yet decided what to do, we urge you to direct. them to make sure that. states will
.act to- preserve ‘eritical coastal resources in.their coastal management plans. :

A 01ean A:Lr New Souroe Performance ‘Standards. EPA is now considering vital regulations
for new coal-fired power plants, but indications are they will not complete the process for
six more months, even though they have the technical capability to decide much sooner. We

. .feel it is vital that the final regulations be decided by December, 1978, before the beginning
.of .the next Congress. We. fear .that delay into next year will cause emormous political
‘pressure.to .be brought to bear and may result in a reopening of the Clean Air Act. We urge
~-you. to direct EPA to complete its review and make a final decision by December 1978.

4. _‘..iBeaufott iSea.-v We.fear that a major ecological disaster is in the making in the Beaufort .

Sea, In spite of the fact that development technology for such a harsh eanviromment is _
. unproven, both . the State of Alaska and the Department of Interior are planning off-shore oil

. leasing this month and early next. year, -respectively. We urge you to direct the Departument of

- Interior to. suspend its own leasing program there and to oppose the state program until full
‘baseline studies are. completed, marine sanctuaries designated, more research is dome on the
specizl problems of oil in the arctic marine eaviromment, and the necessary development

. .technology is proven.

-5, Wildl:l.fe Leg:lslation.' ‘In addition to reaffirming our previous statements on the

. Endangered Species Act and Non-Game Funding legislation, we urge your support for continuing

‘authorization and funding for the Endangered Species Act beyond this fiscal year.. The
situation of the non-game funding legislation 1is particularly critical, and we urge you to
‘immediately order the Office of Management and Budget and to ask the Speaker of the House to
‘advance .this noncontroversial legislation promptly in.the. closing days of this Congress. More
. .than 260" organizations support .this bill,

6. ‘Water { Pol:lcz‘ 'Refom-.~ We .believe.your ‘action on several key water issues will determine
whether your announced water policy reforms will be effective or stillborn. We are pleased
. that you have vetoed .the public works appropriations bill, and that we were able to heip in
.sustaining that veto——a great victcry for your administration.



- 7. . Whales.
achieve a | ten-year moratorium on commercial whale killing.
- U.S. bas recently abandoned its world leadership position of trying to reduce or stop
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The "Water Resources Development Act of 1978" also contains a number of direct and intentional
assaults on your water policy reforms, and we strongly urge-you to veto it.

Finally, the

specifics of some of .the compromises being considered by Secretary Adams on the waterway uaer

charge ‘concern us.

We urge that the Administration. stand firm,

We appreciate your personal commitment to whale conservation, and efforts to

But we are disappointed that the

commercial whaling. We urge you to instruct our nation's whaling commissioner, Richard Frank,

to renew this country's former efforts to conserve the endangered great whales.

One of the

major problems in the current situation is a lack of adequate reliable data on which to base
management decisions, since most of the data used to set quotas by the International Whaling

Commission's Scientific Committee is provided by the Japanese whaling industry.
essential that this information base be strengthened by more data from independent sightings

It is

and other sources, by the addition of independent scientists to the Scientific Committee, by
unbiased evaluation of the data collected, and by better methods of utilizing independent

observers. .

The up~coming International Whaling Commission meeting in December provides an

opportunity to move toward realization of these goals if our delegation reasserts its

: 1eadership position.

America the Beautiful Fund

American Camping Association

American Cetacean Soclety

American Committee for Internationsal
Conservation

American Conservation Association

. American Forestry Association

Américan Horse Protection Association, Inc.

‘American Institute of Biological. Sciences

American Littoral Society
American Rivers Conservation Council
American Scenic & Historic
- Preservation Society
American Society of Ichthyologists -
and Herpetologists

American Society of Landscape Architects

American Water Resources Association
Animal Protection Institute of America
Animal Welfare Institute

Appalachian Trail Conference

Arctic Institute of North America
Association of Interpretive Naturalists

. Brooks Bird Club, Inc.
. Boone .and Crockett Club

Camp Fire Club of America
Camp Fire Girls, Inc.

.Conservation-Education Association

Concern, Inc.

Conservation & Research Foundation, Inc.
J. N. "Ding" Derling Foundation
Defenders of Wildlife

Environmental Action

Enviroomental Defense Fund, Inc.
Environmental Law Institute
Envirommental Policy Center ‘
Federation of Western Outdoor Clubs.

. Friends of Animals, Inc,

‘Friends of the Earth
Fund for Animals, Inc.

Garden Club of America
General Federation of Women's.Clubs
Girl Scouts of .the U.S.

. Humane Society of the U.S.

Taternational Association of
- Fish and Wildlife Agencies

«

Respectfully, BROCK EVANS
~ Convener of the Conservation Community
. .330 Pennsylvania Ave., SE 547<1141

Interpational Bird Rescue Research Center, Inc.
International Primate Protection League

-Izask Walton League of Americs

John Miuir Institute for
Enviroomental Studies
Keep America Beautiful

League of Comservation Voters
.League of TWomen Voters

Max McGraw Wildlife Fund

Moniter, Inc.

National Association of
Conservation Districts

National Association of State Foresters

National Audubon Society

National Coalition for Marine
Conservation, Inc.

National Recreation and Park Association

- National Rifle Association

Natural Resources Defense Council
National Speleological Society, Inc.
National Water Resources Association
National Watershed Cong. '
National Wildlife Federation

North American Wildlife Foundation -
National Wildlife Refuge Association
North American Wolf Society

Qutdoor Writers Association of America
- Project Jonah

Rachel Carson Trust for the
Living Enviromment

" Raptor Research Fund

Rare Animal Relief Effort
Saint Hubert Society of America, Imc.

. Society for Range Management

Solar Lobby

. Sport Fishing Institute
. .The Sierrs Club

. The Wilderness Society
- .The Wildlife Society

. Trout Unlimited

. Urban Environment Conf.

Wild Horse Organized Assistance, Inc.
Wildlife Management Institute :
World Wildlife Fund

- .Zero Population Growth
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« —~ADMINISTRATIVELY CONFIDENTIAL .
THE WHITE HOUSE &
WASHINGTON

October 18, 1977

MEMORANDUM FOR THE PRESIDENT '
FROM: Bob Lipshutz @4\

SUBJECT: Possible OPEC Price Increases

I would like to pass on the following ideas which you might
wish to have studied by those with proper background, so that
you would perhaps have additional options available in case -
- all negotiations to prevent a new 0il price increase should

- fail. :

Should OPEC decide upon a price. increase, the United States
could refuse to permit imports at the higher prices from any-
one; if this is not permissible under current law, I believe

. there is a good chance that Congress would agree with you if
you made'SUCh a request for that authofity.

At the same time, under present authority, you could impose
gas rationing.

By taking these two steps concurrently, there could be some
very desirable effects:

1. It would demonstrate dramatically, and hopefully
-effectively, how seriously we consider the economic
impact of spiraling 011 prices on inflation and on our
trade imbalance. '

2. It would demonstrate quite clearly to the American
people the seriousness of our energy problem.

Further, I suggest that the Justice Department explore every
possible way to institute anti-trust action which at least
would have an effect upon the price of 0il and its related
products within the United States.

Whether or not you ever employ any of the above ideas, I think

it would be extremely valuable to prepare for such optional
courses of action.

ADMINISTRATIVELY CONFIDENTIAL
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December 20, 1978 Py vt '
ADMINISTRATIVELY CONFIDENTIAL . ~ // ﬁ"

j

MEMORANDUM FOR THE PRESIDENT

FROM: = - BOB LIPSHUTZ @?‘

RE: : OPEC Price Increases

A little more than a year ago I sent you the attached
memorandum, which you acknowledged. Fortunately, at that
time it was not necessary to consider taking any of these
possible courses of action, because OPEC did not increase
their prices of oil.

However, in view of thiskmost’recent action taken by OPEC,
I wish to again call to your attention these possibilities.

I do not know if you have requested the Justice Department
to research the law relative to these ideas, or if perhaps

the Department has done so even w1thout being specifically
requested to do so by you

Should you deem it advisable to study these options, I
will be glad to work with the Justice Department relative
to the legal aspects. Please advise if you wish me to do
so.

Electrostatic Copy Made
for Preservation Purposes
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ACTION REQUESTED: YOUR' COMMENTS
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PLEASE NOTE OTHER COMMENTS BELOW: e
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THE WHITE HOUSE

WASHINGTON

December 20, 1978

MEMORANDUM FOR THE PRESIDENT

FROM: BOB LIPSHUTZ

£
i
#

"RE: Proposed Executive Orders:
‘ (1) Seal for the Office of Administration
(2) Levels IV and V of the Executive
Schedule

(1) The first proposed Order establishes a seal for the
Office of Administration. The design was prepared by the
Institute of Heraldry.

(2) The second attached Order, prepared at the request of
the Council on Wage and Price Stability and the Department
of Commerce, would place the position of Counselor on Labor
Management Relations, Department of Commerce, at Level IV
and would delete from the Level V list the position of
Assistant to the Secretary and Land Utilization Adviser,
Department of the Interior.. The Department of Commerce
plans to detail the new position of Counselor of Labor
Management Relations to CWPS.

We recommend that you approve both Orders; OMB'And.Justicé
concur. , . .

g//;;prove : o Disapprove

- (TWO SIGNATURES NEEDED) g




EXECUTIVE ORDER

SEAL FOR THE OFFICE OF ADMINISTRATION

By the authority vested in me as éresident by the
Constitutibn.of the United States of America, it is hereby
~ordered as follows:

1-101. There is establishedvforAthe Office of
Administration in the Executive foice of the President
an officialbseal described as follows: A

On a blue seal, the Arms of the United States

proper above the inscriptién "O?FICE OF ADMINISTRATION,"

in_gold raised.letters, all within a white border

edged gold and inscribed “EXECUTIVE OFFICE OF THE

PRESIDENT OF THE UNITED STATES," in blue raised

letténs._ Dark blue suggested by the Seal of the

President denotes the direct organizationai link

with the Presidential office.

. 1-102. The seal shall be of the design which is attaéhed

hereto and made a part of this Order.

/

Ty A



"~ EXECUTIVE ORDER

LEVELS IV AND V OF THE EXECUTIVE SCHEDULE

By the authority vested in me as President of the
United States of America by Section 5317 of Title 5 of
the United States Code, and in order to plaee the position
of:Counselor on Labor Management Relations, Department of
Commerce, in level IV of the Executive Sehedule,'Executive
Order No. 12076, as amended, is further amended by. deletlng'
"Assistant to the Secretary and Land Utlllzatlon Adviser,
Department of the Interior." from Section 1-102(g) and
inserting "(s) Counselor on Labor Management Relations,
Department of Commerce." in alphabetical order in

Section 1-101 thereof.

I

[N

-THE WHITE HOUSE,
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ADMINISTRATIVELY CONFIDENTIAL
NOT FOR CIRCULATION

THE WHITE HOUSE 9/ - -
) WASHINGTON : ) g
. A a/ o/ 7[0
December 29, 1978 : ' CV/43

MEMORANDUM FOR THE PRESIDENT Y/
FROM: STU EIZENSTAT S—KA«
SUBJECT: Countercyclical Revenue Sharing/

Supplemental Fiscal Assistance

I understand that Jim McIntyre now contends you did
not approve the Countercyclical Revenue Sharing/
Supplemental Fiscal Assistance (SUFA) program, at a

FY '80 budget cost of $150 million. This is dismaying
"in light of the following:

1. At the request of Jim and Bo Cutter we provided

to OMB a prioritized list of add-backs which had been
arrived at by consultations with your senior staff and
the Vice President. Included on that list was $150
million for the SUFA tier of this program (Tier 1 would
be a countercyclical revenue sharing program which would
have a 6.5% national unemployment trigger and would thus
have no budget cost shown since our forecast is for

6.2% unemployment. Tier 2 would be the SUFA program based
on the program which passed the Senate last year and was
brought up in the House at the end of the Session when

no quorum was available, but would be much more targeted
and much less costly =-- $150 million vs. $1 billion).

We collectively recommended this program with the Vice
President to OMB because our extensive consultations
indicated that the Mayors felt this was the second most
important program -- after CETA ~-- and for the substantive
reasons set out in attachment #1. '

2. I met with Jim, Bo, John White and other members of
OMB's staff and explained each item on the list including
this one, well before our meeting with you last Friday. :
I went into detail about how this two-tier program compared
to the one we proposed last year, the political importance

El'ectros:atie Copy Mads
for Preservatipn Purposes



of proposing it in -a lean budget year to help offset

the political outcry from our key constituents, and

its importance in showing we still had an interest in

what was one of the most popular domestic initiatives --
our urban policy. Without this program (even in the
greatly reduced form we proposed) we would have effectively
gutted our own urban policy, given that we also were not
funding the labor intensive public works program, the
further deferral (until FY '81 or FY '82) of welfare
reform's fiscal relief, and the reduced level of funding
for the section 312 housing program from FY '79 and the
level we explicitly promised in our urban policy. The
two-tier nature of the proposal was fully explained to OMB.

3. During the lengthy Friday budget meeting with you

in your study, I again explained the way the program would
work and specifically mentioned the $150 million SUFA tier.
It was in the add-back sheet I .handed to you (the same one
OMB had earlier received). You may remember that I explained
that we had provided for it within the $2 billion in domestic
add-backs OMB asked us to provide. I further explained at
this meeting that this also could be funded out of the
reduction of $200 million in CETA add-backs resulting from
the compromise we agreed to in your study (from the higher
DPS proposal). Indeed it was to fund this SUFA program

that I also stated during that meeting that I would be
willing to drop the request for additional section 312 funding
- and funding for the area health centers program (AHEC).

4. You expressly approved the program at that meeting.
You even asked how likely it would be for there to be a
$150 million payout. I explained it was not likely since
the program would have difficulty passing Congress.

5. It was understood by the participants, including the
Vice President (with the exception of Jim I now learn),
that you had agreed to it. Bo Cutter has told me he was
very surprised when Jim told him he d4id not understand
that you had agreed to this program. After the meeting,



N\

the Vice President and I commented that with your
add-backs in CETA (though still a 25% cut from the
current level) and the Countercyclical/SUFA decision,
we will have blunted a good deal of the criticism

of our budget =-- particularly the growth in the
defense budget in comparison with the domestic budget.

6. To make certain there were no misunderstandings
arising from the meeting I wrote a memo to Jim, John
white and Bo incorporating all of your decisions (see
attached memo). This was specifically detailed as an
affirmative decision (see #13). We then went over my
list in detail at a subsequent meeting with Jim, Bo
and John White to ensure there were no misunderstandings.
The only question raised by OMB during that lengthy
meeting of my list was on your youth jobs decisions.
We discussed this at some length. They said there was
just a good faith misunderstanding on the youth jobs
issue. They never questioned the SUFA decision.

7. To further show their understanding of your SUFA

decision we had a discussion with Jim, Bo and John on

whether to include any SUFA funds in the FY '79 supplemental
since it was in our original FY '79 budget request and

would be in our FY '80 budget submission. Jim's only
question was whether to include it in the FY '79 supplemental.

8. When Bo Cutter and Bob Dietsch of OMB did the press
background session you had suggested I believe SUFA was
implicitly included as part of the $2 billion add-backs
mentioned as additions to jobs and "urban" programs. Jack
Watson and I also (with Bo's prior approval) briefed several
Mayors about your add-backs to maximize their political
value and we explicitly mentioned SUFA.

9. It was not until a day or two ago that Jim ever raised
this issue.

10. Since the date of our meeting with you we have been
working with Treasury on developing a SUFA proposal to fit
within the $150 million limit, as well as on the counter- -
cyclical tier.



ATTACHMENT 1

JUSTIFICATION FOR SUFA

-- In many cities, the countercyclical funds
are the critical aid that prevents layoffs, property
tax increases and service cutbacks. The layoffs that
are occurring in Newark, Detroit and other cities (see
attached. articles) are precursors of what will happen
in the most distressed cities. It should be noted that
most of these layoffs are being blamed on Washington,
and. some of .them (Newark) are being blamed directly on
the Presldent.

-- The existing countercyclical program is the most
targeted program (largest percentage of aid to distressed
cities -- N.Y., Detroit, Newark, Cleveland, Hartford,
Buffalo, Philadelphia, Chicago, etc.) in the grant-in-aid
system. It is significantly more targeted than CETA and
far more targeted than General Revenue Sharing. (For .
example, Newark received almost the same amount of aid
under the '$1.8 billion countercyclical program in 1976
as it received under the $6.7 billion general revenue
sharing program.) It should be noted that a dollar
allocated to this program, particularly when we make it
even more targeted than the current program, delivers more
aid to the most needy cities than a dollar allocated to
any other program.

~- The effect of not proposing a highly-targeted fiscal
assistance program cannot be examined in isolation. It must
be viewed in the context of the CETA changes imposed in
the last Congressional session and the CETA cutbacks,
particularly Title VI, included in our budgéet. In many
cities (Detroit, Hartford, etc.), the combination of CETA
and countercyclical funds represent more than 10 percent
of their expenditures for employee compensation. The
limitations imposed by Congress and the reduction in
Title VI jobs (from 367,000 to 200,000 by the end of FY
1980) in our budget already will cause significant adjustments.
Pulling away the targeted fiscal assistance funds at the
same time could cause budget adjustments (tax increases,
layoffs, service cutbacks) that amount to as much as five
" percent of the budgets of these cities. Most of these




adjustments will occur in the year prior to the
1980 election, mirroring the difficult political
situation we now face in New York City.

-— Politically, this program is essential.
From the point of view of the big city Mayors, targeted
fiscal assistance has become the acid test of the
President's commitment to urban policy. I cannot
overemphasize the importance of fighting side-by-side
with the Mayors on this critical issue inuvour otherw1se
austere budget year.




Dr.TROh Dec. 27 (UPI) — Mayor
Coleman A. Youpg announced the Jayoff
vof 348 smipiay=es wday in an efiort to re-
iduce a projected mmget defxcx: of Sol rmI—

ion
1 Mayor Young said at a nev«s ccnfer-
-ence that layoff notices would be issued |’
tomorrow. The: layofts wxll begm on. Ja.n._
12, -

R ragret that layoffs are necessary >
he said. “Only-a smgll portion of our defi-
cit is being made up through layoffs. I as-:
sure ‘you th°y ‘were. made as a last TE-
sort P

‘Not Laying Oﬁ Pohceofﬂcers‘

Nayor Young: said the. layotfs would not. '
va‘fect the Police Department, although
"jthe department’s. budget has "heen re-
ducedbysoﬁessmooo. YT

*“We are not Iaymg ‘off pohce otflcers-
because we areproud that Detroit, which
onice ted the nation in-crime, now leads
“the nationin reduction of crime,”” he'said,
Among those scheduled for layoffs are

se-wc&s emp!oyes 51 recreatmn d°pa't~ :
raent workers, 55 employees of the envi- |
ronmental protection and maintenance |
department und 49 healch department ‘
Vworkers e i

in August reduced the deficit byabo.xtsm
A-million. Cuts i{n programs and services
that were announced today will reduce
‘the budget deficit by $7-million more, |
while personnel layoffs will reduce city |
spendmg by anadditional §3 miltion. :

that are necessary,’”’ the Mayor said, |
““but F-will have to reserve judgrment on

‘that until the courtshave riled on thewn- | -
reasonable police wage settlements that | -
-havebeemmposedon thec.ty ’ -

“THe said that Detroit had, a’mlc:pated I

$17.5 million in Federal assistance from

96 fxreﬁghte-s 10 emergency medical

the act, whichis 2imed at cities w;xth hxgb 1
_,unemploymemrats S ¥

: A-partial hiring freeze that was begun

~* hope that these will be the Jast cuts .

0]

1SCa istance Act..

Fean Stréots
Flghtemng of US Ald,

f‘i-rltﬂlax Mood Promxse f." |
o Pmch ’\iany Cltxes*"f?

Lapse of Antuecessxon Funds :l |

And Cut in CETA. Stxng :
 Carter. Offers No Relief

Propostion 13 dnd Catch2s

.-1 EMJ.STREE‘I‘JO[‘RAAL ‘\m Hwndup
For Pittsburgh, the first jolt was a snow<

torm. One of the worst it the. city’s history,

560,000 for:saow removal and salt.” .-

Then- the . federal government's" CETA
obs program, which paid the. sala.na ot
00 city workers, was cut back. -

Inflation ‘was_ taking its" wmsening tnlk 0
: | expect constantly expanding. federal aid™
Some -city officials: fear worse — further

hroughout the year.

Finally, “the crushmg blow ~was dehv-v.
red late this year,” says Mayor Richard
“eliguiri, “*with the elimination of. emmtet— -
~'{-sharing program. In apy . case, ‘it seems

yelical funds* from Washington. -

Sudderly, Pittsburgh has a szs rmlhon

udget gap.
This sort of ﬂnnc is lmppen!ng m one de-

vee cr another, in city after city this fall. -
-} wider. Antitax sentiment has made it either

I tmpractical or.illegal for many communities ..

n the third.quarter of last year; cities and
states “had a combined budget sqrplus of
neariy $13 billion. By this year’s third quar-

ter the figure was down to S2.1 billion. And
matwasbefo'ethﬂy!ostthexrmumercy cli- B

.ala:d

|} caliguiri-says,
L‘l done is take 2 slice-out of the cake.'

- ‘That program; tormally knowm as annre-‘

The money went to cities and states with un-
employment. rates above 4.5% so long 28 the
natonal rate exceeded 6%. . -

_ But the aid package needed to be re-
newed this fall. With the jobless rate below
6%, the Senate voted for a. moditied pro-
gram that. would aid the most distressed -
 citfes  despite - the national emp:oynmt

" gains, But the House adjourned in October -

-.: *The: Congress thought the mume-cyc_x- :
caI funds were icu'g on the cake,” Mayor .
‘but what they've a;_man

cession fiscal -assistance, -had pumped cut
| more than $3 bitlion since it began in 1976.

-without acting, and thus died a program on
{ which many cities had grown todepend.” - .

and Training Act, or CETA. But it'reduced,
‘the number of pubhq—se"noe jobs CETA pro- -

to do wx:at.

No Encouragement From Carter

-_These cuts may be anly the begmmhg

= Presxdent Carter hzs wamned mayors that

his new budget*‘will disappoint those who

| 'CETA reductions, for instance, or even a
tampering with - the big genera!'revenue-

clear that the past few years’ rapldeXPan'

: ..{sxou af U.S. aid 1o cities is ending.

- This is happening, of course, just wben
local taxpayers are least inclined to open

to raise new révenue at liome. Most ominous
ofanlsthethreatofamnnmoouxd
slash the revenue tmm dns exlstmg ta.x
levels. : : _

- -Congress did renew anatber big pmg-am 1
' this year, the Compreheusi\e Emplaymem

_vides-to about 625,000 frem 72,000 and im- -
.l posed new restricﬂor:s on who can be hxred
t cost the municipal government pgar}y I

Detroft to Lay Off 348 Emplogess| |

+ ity Jost.

cal problem I've had in 14 years as mayor.”

In Pittshurgh, Mavor (}a.hgum is deter- .
mined to deal with the crunch without re-'
ducing semoes. ‘I don’t think the people of -
Piitsburgh want that,™ he says. So the city

{ plans to wansfer 19 iis owa payroll 140 medi- |

‘cal technicians, 13 neighborhood: clea.m.p
workers and various other emploves who -
had been paid with federal CETA funds.

sanitation workers whose salaries were paid |
by the Sa m}llmn of amireman aid me

Raxsm'qr Tax&s B

raise the jocal 1% income-tax rate to 2.5%:
Some members of the mry cmmcu have
vowed to fight the increase. - :
~  Evencif it's politicaily possible. thoug:'..":«:'
such a.course isn’t open to a jot of communi- © :

{ ties. Elizabeth; for instance. runs up against-

something called the “cap,” a 1976 New Jer- -
sev -law  limiting increases - n mumc:l!al
spendm, t05% avear. - S

- This means that when federal axd. \mch
is exempt from the cap, is redoced, 2 New

T

Jersey city can't simply ‘make- it upwnth g
-Jocally “raised - revenue. - Thus . Newark is .
making plans to lzy off some 430 city'em- -
ployes because.of 2 loss of $10_miltion in --

m,thegapwmmoneytmmabudgetmr,;,
pns. s R

; In-Elizabeth, 2n 2ging industeial city of -

nz.mo ~Mayor-Dunn says be s *hoping -
-against hope that the state will bail us out.”..-.

In the meantiroe.- he. has: recommended :*
eliminating the city’s Consnmer Frands De--:~
partment to-save money.and is considering - .
cutting- back garbage collections. He also
has frozen hiring in-the police and fire de: +
pariments, a move that Donald Silvey, pres: =

very serious etfect”” on the city’s fire protes-

o tom.. . L

xnasmuxarbmd:sumsmu.ma.m’: :
yaar the city of 31,000 fumneled its $325,0000f -
anfrecession "aid into its general fund to.

“It was dangerous ** .City.. Manager Carl .
Cheatham says,- “but what auema.uva did
we. have?*" . ~.~
" Fer fiscal 1979, ending ne:t September
‘Anniston had counted on replacing the lost -
counjercyclical aid with increased pmper'y-' £
Please Turn Io Page 35, Cohmm 1

~To Mayor Thomes Dunn of Elizabeth. |
N.J., it all adcs Up to “‘the most serious fis-

Piusburgh will 2iso retzin police; fire and - }; 3

- To pay fortbemamdﬁﬂthemofme”’"i .
{ city’s budget gap, Mr. Caliguiri proposes to,.'-_ R4

U.S. aid; the cap-bass the city from narrow- - |

ident of the Elizabeth Firemen's Mntmal Be- | |
- | nevolent Association, warns could have “a

‘cover a widening gap caused by inflation. | -

-~
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